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Enjoy your cigarette! Enjoy truly fine tobacco 
that combines both perfect mildness and rich 
taste in one great cigarette - Lucky Strike! 


Perfect mildness? You bet. Scientific tests, 
confirmed by three independent consulting 
laboratories, prove that Lucky Strike is milder 
than any other principal brand. Rich taste? 
Yes, the full, rich taste of truly fine tobacco. 

Only fine tobacco gives you both real mildness 
and rich taste. And Lucky Strike means fine 
tobacco. So enjoy the happy blending that com- 
bines perfect mildness with a rich, true tobacco 
taste. Be Happy—Go Lucky! 






Lucky Strike 
Means Fine Tobacco 


a y COPR., THE AMERICAN TOBACCO COMPANY 
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Tuar doesn’t sound like too much of a 

problem, does it? 

But suppose it was money you didn’t 
really need. Suppose you had all the in- 
surance you wanted and enough cash in 
the bank for emergencies. Then what 
would you do with the money? 

Oh, you could take a trip or buy a car, 
all right. Spending it would be easy. 

But maybe you wouldn’t want to. Maybe 
you’d rather put that extra money to 
work. Put it where it had a good chance 
to grow. Where it might bring you a 5% 
or 6% return year after year. 

If you'd like to do something like that 
with your money, we think you should 
consider investing in common stocks. 

Right now, for example, 900 of the 
1,024 common stocks listed on the New 
York Stock Exchange pay dividends. Divi- 
dends that average about 7% of their pur- 
chase price. That’s pretty much the story 
ever since 1940, too. Because the ten year 
average stands at a little over 8 out of 10 
stocks, paying dividends of 6.3%. 

Still, dividends aren’t everything. 

Just as in any other form of investing, 
there is risk in owning common stocks. The 
risk that the price may fall after you buy. 

But if you stick to sound stocks in 
sound companies, the chances are that 
over the years you'll find them selling at 
higher prices more often than lower ones. 

Of course, if you’ve never invested be- 
fore, there are lots of other things you 
may want to know about the risks and 
rewards in owning common stocks. 

That’s why we prepared a pamphlet that 
answers many of the most common ques- 
tions about our business. It explains just 
what stocks and bonds are, and the dif- 
ference between them. It tells you what 
stocks are worth, just how they’re traded, 
and why prices change. It describes what 
a Stock Exchange is and just what it does. 
There’s a separate section on how to buy 
and sell’ securities, on how to open an ac- 
count, what services to expect from your 
broker, and what commissions you pay. 

If you'd like this primer—in plain 
English—on investing, just ask for “What 
Everybody Ought to Know... About 
This Stock and Bond Business.” There’s 
no charge. Just write to— 


Department SF-87 


MErrILL LYNCH 
PIERCE, FENNER & BEANE 


70 Pine Street, New York 5, N. Y. 
Offices in 97 Cities 
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Lhe facts behind the biggest fact in the world 


The biggest material fact in the world today 
is American production—the ability of this nation, 
with only one-sixteenth of the world’s population, 
to produce more than a third of the world’s goods. 





Back of this capacity to produce are workers, 
management, plants, machinery, raw materials and 
capital. This is American Industry, increasing in 
power through the talents and resources of millions 


of people. 





Mass investment made mass production possible. 





American industry is owned by millions of stock- 
holders. They share the risks and rewards of stock 
ownership . . . in the automotive, steel, chemical, 
transportation, textile and mining fields . . . in all 
the enterprises that make up American industry. 


As stockholders, they require a convenient, ready 
market of wide scope, such as the New York Stock 
Exchange provides. Without adequate markets, 
countless investors might have never put their sur- 
plus money to productive use, leaving unrealized 
the biggest fact in the world today. 


Members and Member Firms of the New York Stock Exchange 
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The Trend of Events 


THE ELECTION .. . While it may be easy and tempting 
to read too much into the results of last week’s elec- 
tions, their basic significance is not difficult to ap- 
praise, nor is it by any means a highly controversial 
subject. Essentially the nation’s vote was a vote of 
protest, and a vote for moderation. It clearly mani- 
fested a spirit of restlessness and a high degree of 
uneasiness over the Administration’s domestic and 
foreign policy. Hence it is bound to have considerable 
effects on the future course of political events in 
Washington. 

The vote reflected disappointment over the latest 
turn of events in Korea, distrust of the Administra- 
tion’s foreign policy, mounting opposition to the so- 
cialistic trends of the Fair Deal and to growing labor 
bossism, and distinct resentment against the coddling 
of communists in Washington. 

If the heavy vote was indicative of the spirit of 
protest, it must also be regarded as a sign of growing 
independene as evidenced by labor’s rebuff in Ohio 
and the revolts against long-entrenched Congres- 
sional party leaders and Democratic machines. That 
ls a good sign, combined as it is with pressure 
towards the middle of the road and away from the 
President’s left-of-center 


cumulation of discontents against any party in power 
but the election outcome speaks strongly against this. 
The communist issue proved quite powerful, and ex- 
treme Fair Dealism fared very badly. Significantly, 
even among the Democratic candidates few were 
willing to stake their fortunes on the Brannan plan, 
socialized medicine or repeal of the Taft-Hartley 
Act. And some of the most prominent Fair Dealers 
were defeated. : 

The meaning of this is unmistakable; the Fair 
Deal has lost much of its luster and for the duration 
of the emergency at least can be considered an un- 
popular cause. Similarly Senator Taft’s resounding 
victory was a pointed rebuke to too overt labor 
intrusion into politics. It should be a warning but 
probably isn’t. The obvious conclusion, nevertheless, 
is that conspicuous, belligerent organization by labor 
groups in time, if not quickly, generates equally ef- 
fective counter-organization on the othet side. 

It goes without saying that businessmen in par- 
ticular feel heartened. They hope that the new Con- 
gress will approach its crucial task more sober- 
mindedly and realistically. They are understandably 
elated at the check applied to labor-union politicians 

since the latter’s efforts 


course. It is a trend that poli- 
ticians are not likely to disre- 
gard. Its real meaning will 
gradually become apparent in 
the new Congress and subse- 
quently in the next presiden- 
tial election. 

Some may ho!d that the re- 
action against the Administra- 
tion may represent no more 
than the usual off-year ac- 








We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained in our column 
“What's Ahead for Business?” This 
regular feature represents a valuable 
supplement to Mr. A. T. Miller’s stock 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 








towards “capturing” the Gov- 
ernment had become a matter 
of grave concern. In this con- 
nection, it is refreshing to 
note that in many states, union 
members resenting dictation 
by their leaders voted their 
party preferences on basis of 
issues other than labor union 
politics. What this can mean 
to American enterprise in fu- 
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ture years requires no particular emphasis. It shows 
that good common sense still prevails with the aver- 
age working man; that he prefers to be independent, 
not in union chains. 

With all this, one must however not forget the 
continued great need for unity. Faced with a most 
precarious international situation, we can hardly 
afford an open conflict over foreign policy. In this 
respect we are all in the same boat, and the boat 
shouldn’t be rocked though it is not too late t¢é make 
some personnel changes to restore greater confidence 
in the conduct of foreign affairs. 

While the old warning against “changing horses 
in mid-stream” can hardly apply at this stage, on the 
other hand there can be no return to anything like 
isolationism. It is well to face the fact that the ques- 
tion now is survival and because this is so, intelli- 
gent and purposeful cooperation is the need of the 
hour. The new Congress must face world facts as they 
are, and Congress and the Administration must take 
heed of the country’s temper. The latest vote points 
the way. It is to be hoped that in spite of the elec- 
tion outcome, the President will be ready more than 
in the past to rise above party and provide the 
leadership which the country needs so badly in this 
critical hour. 

The votes have been cast and counted; the tumult 
and the shouting is over. The time has come for the 
exercise of real statesmanship to meet the hazards 
implicit in our situation. Such statesmanship, in 
fact, is long overdue. 


INCONGRUOUS..... The special political committee 
of the U.N. General Assembly has recently voted to 
end a collective effort to condemn the Franco regime 
in Spain by withholding ambassadors from Madrid. 
The resolution now goes to the full General Assembly 
where early passage is expected. 

It is time to see the U.N. face up to the hard facts 
of international life and stop flogging a dead horse. 
Overlooking any similarity between the dictator- 
ships of Franco and Stalin, it first barred Spain 
from membership. Then in 1946, it passed a reso- 
lution urging all U.N. states to withdraw their senior 
diplomats from Spain. The idea was—and nothing 
could have been more absurd—that this would en- 
courage the Spanish people to throw out Franco; but 
it only succeeded in uniting Spaniards against out- 
side pressure. Even Secretary of State Acheson had 
to concede that this action only served to strengthen 
the position of the present regime. 

Thus however reluctantly, the United States dele- 
gation supported the latest move to lift the envoy ban 
on Spain, but President Truman was emphatic in 
stating immediately that it would be a long, long 
time before we sent an ambassador to Spain. We 
hope that this statement, coming as it did just be- 
fore elections, was tinged with election considera- 
tions rather than reflected an attitude that makes 
little if any sense today. 

Nearly half of the U.N. members have been ignor- 
ing the boycott of Spain and a strong group of Latin 
American countries have been pushing the resolu- 
tion to revoke it. It was approved by a vote of 37 
to 10 in the political committee. 

While this may pave the way to eventual U.N. 
membership of Spain, it doesn’t necessarily mean 


that. Still, if totalitarianism was the sole deciding 
factor that kept Spain out, Russia and her satellites 
should not be members either. In their case, of course, 
realism proved stronger than lofty political ideal- 
ism. Why not exercise it in the case of Spain? It 
would be common sense. 

Spain has been kept out of the North Atlantic 
Pact, yet she has twice as big an army as France, 
occupies a highly strategic position and has amply 
demonstrated a hatred for communism. Isn’t it time, 
in view of all this, that some minds change on the 
Spanish issue? Or shall we continue, while fighting 
communism, to pamper Leftist sentamentalists? 


MEETING THE CHALLENGE ... The second war threat 
in a decade finds out nation intrinsically far stronger 
and better equipped to meet the challenge of the 
times than it was in 1940, and not merely on ma- 
terial resources alone. 

With localized war going on now in Korea and a 
bigger one possible, it is natural to appraise our 
growth in the purely material aspects of the econ- 
omy such as physical plant and equipment, produc- 
tion potentials in key industries and overall eco- 
nomic acticity. In all these we have made great 
strides in the last decade, and they are obviously of 
primary importance in measuring the nation’s ability 
to champion the cause of a free world against the 
threat of communist domination. 

Fortunately, the clash with totalitarianism is still 
more ideological than physical. Because of this, it is 
the striking advances we have made in the field of 
social and human progress that are now of such out- 
standing significance. Progress of this sort, so basic 
to human aspirations everywhere, shows what a 
people can accomplish in a free society by their own 
voluntary choice and on their own initiative. It is 
unquestionably democracy’s greatest testimonial. 

However, there is a major test that must be met 
in all these achievements, and that is the test of 
inflation. Few nations outside of the United States 
have escaped the ravages of galloping inflation in the 
last generation. These people know from bitter ex- 
perience how illusory social gains can be without 
monetary stability. It will be our task to prove to 
the world that we can preserve as well as build. 

Savings are the basic factor in personal and fam- 
ily security, and long term savings in the hands of 
the people aggregate some $170 billion, nearly three 
times the 1940 total, and they are more widely dis- 
tributed than ever before. But what price these sav- 
ings, if their purchasing power slides? Personal 
security, which they are meant to guarantee, will 
diminish by just that much. 

Another great social advance is found in the field 
of pensions and retirement income. But what price 
industrial pensions and social security, not to speak 
of private annuities and other forms of retirement 
income, if their purchasing power fades to the point 
where they no longer offer protection and security? 

These are questions that should be asked, and 
faced, with the realism and determination they de- 
serve. To ignore them or minimize them will do no 
good. They are major questions and unless we deal 
with them constructively not only our social prog- 
ress of the past and our personal security, but that 
of the nation will be gravely jeopardized. 
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As 9 See Je! 


BY ROBERT GUISE 


DAYS OF DECISION 


3 he next few days should reveal the real 
purpose of Chinese communist intervention in Korea. 
No one in official Washington—and outside of the 
Government as well—pretends to know the answer 
to the question, an answer made difficult by the very 
lack of logic in both the intervention move itself and 
its timing. 

At the very least, the Chinese communists have 
demonstrated that they are willing to fight for im- 
portant dams and power installations along the south 
side of the Yalu River which produces much of the 
power that runs the machines of Manchuria’s indus- 
tries. 

But beyond that 
looms the danger 
that Mao at the be- 


“STORM WARNING OVER SOUTHEAST ASIA” 


In that event it might be well to attack the matter 
at the Russian end, the real source of our difficulties, 
by making it unmistakably clear that if we are 
forced into a major conflict with China, we will not 
hesitate to carry the fight to Russia herself, the real 
instigator. No sensible person wants a showdown 
with Russia while we are still unprepared, but as 
long as we let the Soviets whittle away western 
strength piecemeal as in Korea, Indo China, Burma, 
etc., there never will be real western strength. 

Meanwhile the effrontery with which the Chinese 
communist Government has “consented” to discuss 
its own fantastic charges of aggression against the 
United States, but 
will not accept the 
obvious facts of its 





hest of his masters 
in the Kremlin has 
embarked on what 
is intended as a 
long drawn out 
campaign of ha- 
rassment and at- 
trition against 
U.N. forces — an 
undertaking that 
certainly would fit 
closely into the ob- 
vious Russian de- 
sign of pinning 
down western mi- 
litary power in in- 
decisive struggles 
in Asia while Rus- 
sia herself stays 











intervention in 
Korea as “a basis 
for discussion” 
sounds like a grim 
joke indeed, were 
it not for the fact 
that the war in 
Korea still goes on. 
Perhaps all Mao is 
trying to do is to 
put himself into 
the best possible 
position for  bar- 
gaining with the 
West, but if so, he 
should be made to 
understand that he 
cannot wring con- 
cessions trom us 





out of the fighting. 

Since great ef- 
forts are now being made to reassure the Chinese 
regarding the North Korean power installations, and 
the U.N. intentions in Korea generally, they must 
soon show their hand. If they remain in Korea, if 
they continue to fight or even mount a large-scale 
offensive from bases protected by the fiction that 
China is not at war, it would create a situation that 
clearly cannot long endure but that will call for fate- 
ful decisions—such as attack on Chinese installations 
and supply lines in Manchuria and probably in China 
proper. And any such attack in turn would mean 
that we would be involved in a more or less open 
war against unlimited Chinese manpower—a situa- 
tion that we can hardly accept for any length of time. 

Doubtless it would please the Kremlin no end to 
see us indefinitely involved in endless and strategi- 
cally useless warfare in Asia while Russia is left 
free to pursue her ends elsewhere. But if that is what 
the communists are aiming at, it makes it necessary 
for us to face the serious question whether the 
Soviets really want a third world war now. 
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by acting belliger- 
ently. Were we to 
yield to that sort of blackmail once, there would be 
no end to it. He therefore should be made to under- 
stand the frightful risk he is taking, the destruc- 
tion that would befall China in a general war if he 
provokes the West too far. 

From a practical standpoint, the Chinese Reds 
have much to lose by continuing their intervention 
and we should impress this upon them with the 
utmost clarity. The least we can do, in this critical 
situation, is to make it plain that further acts of 
war will expose them to direct attack beyond the 
border of Korea, that then they will have to face 
the consequences and that no quibbling or evasions 
can postpone the reckoning. 

The Peiping Regime’s arrogant attitude should 
satisfy even the State Department and the vascil- 
lating British Foreign Office that this outlaw regime 
has no desire to establish normal diplomatic relations 
with the free world. There can be no further excuse 
for delaying action on the problems raised by Red 
China’s armed intervention in Korea. 


Long in The Minneapolis Tribune 
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Is Market Turn Near? 


The market has risen moderately, with the emotional response to the election results tempo- 
rarily outweighing fears engendered by Chinese intervention in the Korean war. However. 
the averages remain in a 5-week trading range. We continue to look for a medium-term cor- 
substantial funds in reserve. 


rection of some scope. You should maintain 


By A. T. 


R eacting to conflicting psychological influences, 
the stock market continues, as for some weeks past, 
to get nowhere. Thus, at the start of the week ended 
November 11, it sold off rather sharply (4.90 points 
in terms of the Dow-Jones industrial average) on 
official confirmation that Red China had intervened 
in the Korean war. During the rest of the trading 
week it did little more than make up that loss in 
response to the election results, which, in the eyes of 
people other than Fair-Deal Democrats, were con- 
siderably more encouraging than had been antici- 
pated. The net result for the week was a small net 
gain; and up to our press time this week the per- 
formance was still indecisive. 

This means that the industrial average has now 


MILLER 


been confined to a restricted trading range since 
early October or for about five weeks, the longest 
such interlude in some time. On the basis of closing 
prices, the high of that range is 231.81, recorded 
October 7; the low 222.52, made November 6. At the 
latter level, a little more than a fourth of the entire 
post-Korean-war rise, from the July reaction low, 
had been cancelled. The recent range for the rail 
average has been: high 70.76 October 18; low 64.48 
November 6, at which level nearly a third of the 
preceding advance had been cancelled. 


Effects Of The Elections 


It seems improbable that the emotional response 
to Republican gains in Congress will be 
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MEASURING INVESTMENT AND SPECULATIVE DEMAND 


enough to support a resumption of the 
general upward trend ‘in stock prices, 
even though at this writing the indus- 
trial average has rebounded to within 
close striking distance of its October 7 


7 high, with the rails somewhat backward 
on a similar comparison. Even should 
320 the old highs be surpassed—and that 
probably should have to be quickly or 
300 not for an indefinite time to come—it 
could hardly be by more than a rela- 
280 tively modest margin; with the correc- 
tive phase, interrupted by the election 
26o rally, no doubt resumed promptly there- 


after. The bull market may not be over; 
certainly any such assumption would be 
premature. But the probabilities lie 
strongly on the side of intermediate 
220 reaction. 

Election results can only temporarily 
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Ho intensify existing hopes, fears or indeci- 
sion having their primary origin in more 
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105 basic economic-financial factors. Alone, 
they never dominate the market for very 


|_ 100 long. Looking only at the bull and bear 
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95 the records go, you could never know 
Peon therefrom which Party held the major- 
ity position in Congress. The Republi- 
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cans won it temporarily in November, 
1946, in a more decisive victory than the 
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85 present one, without significant conse- 

' quences for the stock market. They 
NOV. ought to be delighted that the Demo- 
crats are left in nominal control—with- 
out the votes to put through any highly 
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controversial legislation — 
since in war, inflation or in- 
flation controls there seems | 170 
bound to be more political 
grief than “velvet” for the |'6° 
incumbent Party. 150 







We do not argue that this _- | THE MAGAZINE - 
limited political shift has no | '"°}[~ -[ > 325. 
significance. It is to the | 130}7= 
good that in these uncer- | 230/f 
tain, perilous times it puts 
the actual balance of power | 220 
in Congress in the hands of 
conservative or middle-road | 210 
men, mostly Southern 
Democrats, who are not iso- | 200 
lationists, who will support 
a realistic foreign policy |190 
and the full defense effort 
required to back it up, but | 4 
who want to see this coun- 
try get adequate values for 
the monies poured out, whe- 
ther for arms or foreign- 
aid programs. Of course, 
the Truman Welfare State 
is pretty much frozen for at 
least two years, but for all 
practical purposes that was 
so even before the election. 

It could be argued that 
there is now a _ stronger 
basis for thinking that the 
coming excess profits tax, 
or its equivalent under a 
different name or formula, 
will be at least as reason- 
able as fiscal realities permit; and that the need for 
maintaining adequate efficiency in private enterprise 
will be recognized. However, this is a half-truth, for 
all advance reports out of Washington had been that 
the latter need would necessarily be recognized in any 
event, implying a not too intolerable tax. Some of the 
closest Administration advisers have long been urg- 
ing that, since the defense effort, unlike a temporary 
emergency, might continue for years, corporate taxes 
would have to be framed with great care to avoid 
unduly restrictive effects on production. 

Whatever the formula, corporate taxes are bound 
to be raised very substantially, for there is no alter- 
native in view of budget needs; and in view of the 
associated fact that personal income taxes—probably 
also excise taxes falling most heavily on low-income 
people—are going to be raised. For the same reason 
there is at least some possibility, according to current 
Washington reports, that the capital gains tax, now 
a minimum of 25% on holdings of six months or 
more, might be increased. If so, or if fear thereof 
grows, there might be considerable cashing of market 
profits within the rest of this year. 


DOW JONES 





Outlook For Business 


The intentions of Red China, in belatedly inter- 
vening in Korea, are not clear at this writing. But, 
anyway you look at it, this can seriously prolong the 
war and tie down the bulk of American forces now 
available. This is to the strategic advantage of 
Russia, whatever the uses made thereof. Probably 
the odds still remain against global war, but they are 
necessarily at least somewhat shorter odds than be- 
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fore the Chinese moved troops openly into Korea. 

There is every reason to suppose that, as a result 
of Chinese intervention, our defense planners will 
accelerate the flow of arms orders as rapidly as pos- 
sible. Still, it takes time to get industry on even a 
semi-war basis. At best, therefore, over-all volume 
cannot be above the present level in the forepart of 
1951, allowing for some curtailment in housing and 
consumers’ durable goods generally; and it might dip 
slightly. Faster arming implies faster controls to 
check renewed inflationary tendencies, spearheaded 
again recently by speculative commodities, especially 
of import type. 

Recent events have shown that the market is vul- 
nerable to shocks emanating on the international 
front, and the shock potential is by no means ex- 
hausted. In this respect, the next two weeks are 
likely to be critical, counseling caution. Events have 
also shown that the market is sensitive to tax and 
control irritants, and there remains a great many 
uncertainties on both these counts. Their clarification 
will take some time, and despite the election outcome, 
we can take nothing absolutely for granted. 

The distortions involved in a partial shift from 
civilian to arms production imply that total pretax in- 
come of corporations probably will be down somewhat 
in 1951; profits after taxes down sharply; dividends 
down moderately. In these probabilities we are un- 
able to see a valid basis for higher average stock 
prices over the medium term. We continue to be- 
lieve, as advised two weeks ago, that reasonably 
typical accounts should be 60% invested in selected 
securities, 40% in liquid reserves for future buying 
opportunities. —Monday, November 13. 


139 














Time Table 
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CONTROLS 


By E. A. KRAUSS 


R epublican gains in the election will not 
slow down the arrival of defense controls over busi- 
ness though they may make it more likely that con- 
trols and tax laws will be sounder than otherwise 
would have been the case. Actually some controls, 
long overdue, may be speeded up now that the elec- 
tions are out of the way. It has long been held that 
the Administration will be more inclined to go ahead 
with them once it can do so without incurring politi- 
cal hazards. 

There was, of course, another reason for the 
“soft” approach heretofore followed. It takes time 
for the armed services to prepare estimates of their 
requirements and with the arms program crystalliz- 
ing but slowly, there was no immediate need to get 
“tough”. Except in the credit field where measures 
taken were anything but soft, in the interest of 
fighting inflation, the impact of controls to-date has 
hardly been felt. 

All this will change now. The prospect is that the 
threat of Chinese intervention in Korea will bring 
mobilization planners to important crossroads much 
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sooner than they expected and as 
planning activity spurts, there is 
bound to be a speed-up of the 
arms programs and of the broad 
adjustments forced thereby on the 
civilian economy. In other words, 
adoption of controls of many kinds 
will be accelerated. It will give 
industry and consumers a better 
idea under just what conditions 
they are likely to operate and live 
in the months ahead. 

Officially there is as yet no 
abandonment of the hope that the 
rearming process can be accom- 
plished short of all-out controls, 
but that hope has become dim- 
mer. Original thinking was that a 
combination of priorities, alloca- 
tions and modern civilian produc- 
tion cutbacks in hard goods lines, 
together with credit curbs and 
higher taxes, would do the trick— 
would not only check inflation but 
provide the armed forces with 
their needs. 

There is less assurance now 
that such a program will be suc- 
cessful. Thoughts now are veer- 
ing towards stricter controls and 
directives, and these will be in- 
evitable as the tempo of 
mobilization is stepped up 
and military spending soars. 
The prospective military 
budget, and the pace of its 
implementation, is really 
the important thing. Taxes, 
controls, whether or not to 
freeze prices and wages— 
all these questions are close- 
ly tied to the size of the 
spending ahead. One thing 
is certain: The soft ap- 
proach is just about over; 
there may be rapid action 
from here on. 

So far, controls have been 
far from onerous except the curbs in the credit field 
which have led to a loud chorus of bitter complaints. 
Their impacts will be discussed later. To-date, NPA 
has clamped emergency controls on industrial in- 
ventories to prevent over-buying but the measure 
had no “teeth” in it. Another NPA regulation has 
given military orders preference at the production 
line, and first crack at scarce materials, with others 
to divide among themselves the balance in equitable 
manner. If to-date, neither inventory nor priority 
controls have been felt severely, it is chiefly because 
the defense effort hasn’t yet made substantial de- 
mands on industry. 

Henceforth, however, the DO priority will be put 
on just about everything the armed forces want. In- 
ventory controls, now vague, will be tightened. Pri- 
orities for essential civilian purposes must be ex- 
pected, with materials allocations probable in a mat- 
ter of weeks. That would mean a rationing of basic 
supplies at the manufacturer’s level as already exists 
in rubber. 

The next step likely will be limitation orders on 
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some civilian output, either late this year or early 
next. This is clearly foreshadowed not only by the 
recent broadening of steel priority controls but by 
impending NPA controls limiting the use of copper, 
nickel, aluminum and zinc, if not some additional 
metals as well. Such cutbacks cannot but force com- 
mensurate cuts almost immediately in output of 
automobiles and other consumer durables. Accord- 
ing to latest reports, the Ford Motor Company may 
be forced to lay off 14,000 men in coming months 
because of steel shortages. Others are feeling the 
pinch too. As far as steel is concerned, the auto 
people generally have lately been working on a hand- 
to-mouth basis, and there is no “stretch” left. 


How Much Cutback in Autos? 


Since defense orders are still lacking, the auto in- 
dustry may find it necessary to cut production and 
employment between 10% and 15% if the use of 
copper and other metals is reduced by 20%. That 
would mean that close to 100,000 workers would be 
disemployed temporarily. And the results will be 
worse, if steel shortages really begin to pinch as they 
likely will. 

Should the Chinese intervention in Korea turn 
into war with Red China, industry will “get the 
works” as far as controls are concerned. In that 
event, steel and all other materials would be tightly 
rationed under a new Controlled Materials Plan. 
Such a plan may be in the cards anyhow, before long. 

One reason is that aside from direct defense needs, 
there will be more and more special set-asides such 
as projected for the freight car building program, 
for petroleum production and transportation, for 
agricultural machinery, and many other “essential” 
needs. This points to a return to the priority “‘infla- 
tion” of World War II days which eventually can only 
be coped with by more drastic means. For once 
these special programs are in force early next year, 
competition for the remaining free steel supply will 
not only force a break-down of present distribution 
policy, but sharp repercussions all around. 

In short, the prospect is that controls of every 
kind will definitely broaden and widen. This is im- 
plicit in Defense Secretary Marshall’s four-year plan 
of military production at a steady rate of build-up, 
in warnings by various defense planners that home- 
front controls will last much longer than during the 
last war. 

Raw materials are headed for definite rationing, 
for priorities—while spreading—will not solve the 
problem of dividing scarce materials. Limitation 
orders, making specific cuts in the use of metals, will 
help, but aren’t expected to solve it either. This is 
the reason while the Controlled Materials Plan is 
clearly on the way back. 


Waiting Attitude on Wage-Price Controls 

As to wage and price controls, a wait-and-see atti- 
tude continues but the conviction is hardening that 
in the long run they will be inevitable. A start in 
this direction, on a selective basis, may be made 
sooner than anticipated, possibly before the year is 
out. By mid-1951, they may have become fairly gen- 
eral. Slowly but surely, the long arm of Government 
will be reaching out for complete controls if the 
“soft” approach doesn’t work, and few believe it will. 
And as business slips under controls, its operations 
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will be fitted in- 
to a pattern of a 
planned econ- 
omy which will 
be difficult to 
shake off later. 

What should 
be borne in mind 
is that what has 
happened is just 
a beginning, a 
sort of warming 
up for the real 
thing which is to come as the arms program develops. 
In the end, the entire control pattern will probably 
not be greatly different from that applied during 
the last war. 

Up to now, restrictions have been principally 
applied to the demand side, by tightening instalment 
and mortgage credit, first slightly, then severely, 
and repercussions have been considerable. Housing 
starts fell off sharply. New automobiles sales slowed 
to a walk and used car markets have been virtually 
“killed”, as some complainants aver. Similarly af- 
fected were major appliance markets where sales 
have been running substantially lower. Turnover in 
furniture and house furnishings also tended to ebb. 

Credit curbs proved a most effective brake on the 
boom in consumer durables, though other elements 
also played a role. The purpose frankly was to cut 
down the volume of civilian business, provide more 
raw materials, labor and plant capacity for the arms 
program, and relieve the upward pressure on prices. 
Income tax hikes, past and future, are expected to 
work in the same direction. 

At the same time, businessmen were told to keep 
inventories down to reasonable levels, and accept and 
fill defense orders ahead of civilian business. The 
most significant future moves will continue to be on 
the supply side, via allocations, priorities, cutbacks— 
as previously outlined. Steel and aluminum manufac- 
turers, for in- 
stance, have al- 
ready been di- 
rected to accept 
military orders 
for a fixed per- 
centage of their 
output. That’s 
why both these 
metals are in- 
creasingly 
scarce. But the 
same will soon 
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apply to copper, nickel, zinc and other items where 
shortages exist or are expected. And with it will 
come the direction of the flow of materials for 
civilian uses. 

So far, forecasters, are inclined to duck the ques- 
tion of civilian cutbacks—that is when and how 
severe. As to when, the answer previously was: as 
soon as arms orders begin to flow in volume. But 
now it will be sooner since cutbacks in metals for 
civilian use will shortly be instituted for stockpiling 
rather than to meet actual defense needs. 


Civilian Cutbacks May Be Deeper Than Anticipated 


The question: How severe? is more difficult to 
answer and opinions vary; some think that within 
a year, output of consumer durables, generally, may 
be down by one-sixth. That wouldn’t be too bad, 
but it’s pure guesswork at this stage. 

Conversion orders of metals are due almost any 
day, in fact may have been issued by the time this 
appears in print. It will hit most the makers of 
autos, appliances and other durables. They will have 
to shrink consumption 20% to 30%, forcing a grad- 
ual drop in their output; and they will be squeezed 
some more because steel supply is constantly tight- 
ening. Civilian cutbacks, therefore, may be deeper 
than many anticipate. 

The situation in steel is rather peculiar. Actual 
defense needs won’t take more than about 15% or 
15 million tons, which doesn’t look big, considering 
that our ingot capacity is now better than 100 mil- 
lion tons a year. But one trouble is that essential 
civilian programs will take a great deal more; an- 
other, that most of these needs center on rolled 
products. 

Thus what’s left for non-essential civilian pro- 
duction is a good deal less than defense needs as 
such would imply. The squeeze will be on alright. It 
is, in fact, already and small business particularly 
is complaining abozt inadequate steel supplies. In 
the end, some estimate, the Government may take 
up to 25% of all steel and 50% of sheets and plates. 
And that would be a big slice, projecting a rather 
bleak picture for consumer durables. 


Squeeze On Consumers 


As controls bite deeper, the squeeze on consumers 
will begin. Non-essential commercial construction 
will be banned soon just as building for recreational 
purposes has been tabooed. Cutbacks on specific end- 
uses of certain metals could have numerous reper- 
cussions. The use of aluminum is likely to be pro- 
hibited in the manufacture of toys and all kinds of 
gadgets. It may not be permitted in construction, 
and for such things as awnings or venetian blinds. 

As to copper, restrictions will be even tougher— 
to the detriment of the metal working industry not 
engaged in defense of essential civilian output. Con- 
trols over rubber are already rather strict—prema- 
turely so as the industry thinks, since they will ma- 
terially cut its working time and necessitate lay-offs. 
A real tire shortage is however not anticipated either 
this or next year. 

Elsewhere, controls may have this effect: Resi- 
dential housing starts, recently at an annual rate of 
1.3 million units, should drop to 850,000 or possibly 
less. New cars have recently been turned out at 4 
yearly rate of 9 million; under the impact of credit 
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restraints and supply shortages, they will likely be 
down to about 5 million next year. There will be an 
early crack-down on the electronics industry which 
has been somewhat reluctant to accept defense 
orders in view of the booming TV market. In 1951, 
instead of making some 7 million TV sets as in the 
current year, not more than 5 million sets will prob- 
ably be made. Similarly, output of refrigerators may 
drop from about 6.5 million units to 4.5 million, with 
proportionate declines in other major appliances. 

While these are sharp cuts, they are also made 
from a high level, leaving a fairly satisfactory pro- 
duction picture for the industries concerned, pro- 
vided nothing else occurs to change it. While the 
boom will be over for them, they will still enjoy 
good business. The building industry probably will 
fare worst if only because such a great part of the 
building boom depended on liberal mortgage credit 
for low-bracket housing. People with high incomes 
and savings, thus not dependent on consumer or 
mortgage credit, naturally still can buy anything 
they want and chances are they will find an ample 
supply. 

It looks now that for a while at least, civilian pro- 
duction in many lines will be cut faster than new 
military contracts come through, hence the pros- 
pect that we may experience a temporary mild re- 
cession before the defense boom really gets going. 
If so, it looks very much like a planned recession, 
one deliberately brought about by premature re- 
strictions with the aim not only to check inflationary 
trends but to prepare, and possibly “condition” in- 
dustry for arms orders. Lacking other business, it 
is thought, they are likely to be more ready to accept 
military orders. Also, tougher restrictions will make 
them scramble for even low-margin defense work 
rather than attempt to hold on to more profitable 
consumer items. 


Industry To Resist Premature Restrictions 


On the other hand, there is also evidence that any 
enforced reduction in civilian output will be strongly 
resisted as long as the necessity cannot be demon- 
strated on basis of precisely prepared plans for re- 
armament. In many consumer durable goods indus- 
tries, achievement of a proper balance between war 
production and normal output will not be easy, and 
they are loath to agree to cuts that appear unwise, 
unnecessary or premature if only because it would 
result in widespread unemployment. There is a 
tendency, for instance, to blame the Federal Reserve 
Board’s restraints on instalment credit for most of 
the resurgent unemployment in certain areas, some 
10% in the New York area in the last four weeks, 
for example. Premature or unnecessary drastic con- 
trols over industry, it is feared, might temporarily 
have similar effects. Hence the auto industry is 
understood to resist Washington attempts to cut 
production and in doing sop they have strong sup- 
port of organized labor. 

Still in the end, output will have to come down be- 
cause the metals supply is inadequate to arm the 
nation and her allies and at the same time sustain 
recent boom rate of production. This applies to every 
hard goods field, of course. Once limitation orders 
on nickel, copper and aluminum whittle some 30% 
of available supply, and possibly even more of the 
steel supply, substantial cutbacks are inevitable; 
just as acut of one-third (Please turn tv page 202) 
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By 


J. C. CLIFFORD 


; i or some reason or other, the stock market 
in numerous instances has never seemed to dis- 
count adequately the excellent dividend yield cur- 
rently available on many good grade equities. Un- 
questionably one reason has been doubt about the 
permanency of dividends. Others may have had to 
do with the uncertainties of the general environment. 
But if we examine individual situations carefully and 
realistically, we must frequently come to the con- 
clusion that such “questioning” often appears large- 
ly baseless, that there exists excellent reasons for 
the assumption that under almost any set of fore- 
seeable conditions, current dividends, and thus divi- 
dend yield, seem entirely dependable. 

Equities in this category, accordingly, may carry 
a good deal of investment and speculative appeal if 
proper market timing is observed. Considerable 
study, though, is needed in selection, because under 
changing conditions net earnings of many concerns 
may recede to a level where present dividend liberal- 
ity would no longer be logical. Of serious considera- 
tion is the emergence of a limited military economy, 
the certainty of cut-backs in civilian production, al- 
locations of raw materials, increased corporate taxes 
and shifts in consumer demand, not to mention nar- 
rowed margins on Government business. 

Despite all these complexities, there are many 
strong concerns whose encouraging progress in 1950 
may be fairly well maintained. Record earnings in 
the current year may amply cushion the impact of 
heavier taxation, even if excess profits taxes are 
applied in the near term. In numerous cases where 
facilities have been enlarged and completely mod- 
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ernized, sharply improved volume and earnings this 
year could prove to be no “flash in the pan”. Com- 
pany capacity in some cases will permit sizable mili- 
tary production with no serious reduction in civilian 
output, and although margins on munitions may be 
narrow, increased over-all volume should absorb a 
larger share of overhead expenses. 

Add to these factors the assurance that record em- 
ployment and increased wages will expand consumer 
disposable income in the foreseable future, and there 
seems little doubt that the volume and earnings of 
many industries and their leading components will 
prove highly satisfactory. The main problem seems 
to involve taxes. In this respect, the spectacular 
earnings reported by industry for nine months of 
1950, after fully allowing for increased and retro- 
active taxes, suggests that any EPT to be imposed 
may be shouldered without undue hazard to future 
earning power, at least in instances that enjoy a 
relatively sheltered position. 


Taxes and Prices 


Whether price controls will become necessary is 
of course still uncertain, but until they are insti- 
tuted, it is very probable that a major portion of 
increased tax costs can be passed along in the form 
of compensatory price advances. Prospective demand 
and supply factors suggest that the process should 
not prove too difficult. 

Finally, there are a good many concerns whose 
liberal dividends in 1950 have established high in- 
come returns, and yet left a wide coverage by net 
earnings. Whether represented by improved quarter- 
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ly rates or by declaration of extras, the total of these 
payments during the year forms a valid base in 
estimating yield at recent share prices. When earn- 


ings substantially exceed dividends, or strong 
finances and well satisfied working capital needs 
permit generous distributions, apprehension over 
dividend stability should diminish. 


Some Examples 


In the appended tabulation we list a substantial 
number of companies whose current rate of earn- 
ings provides quite a thick cushion to protect the 
present yield on their shares. The income return on 
some of these sound equities is so liberal by normal 
standards, that if even it were lessened somewhat, 
the yield would still be eminently satisfactory on in- 
vestments of their caliber. In a few instances where 
the current yield is more moderate, the ample cov- 
erage by earnings leaves room for improvement, 
especially where the growth factor is impressive. 

In order to clarify our theme still further, we will 
discuss a few of these situations. At a recent price of 
63, for example, United Fruit Company shares yield 
7.1% on indicated dividends of $4.50 per share for 
1950. The company has paid dividends without a 
break since 1899 and not less than $2 per share for 
the last 23 years. This $477 million producer of 
bananas, sugar and other tropical products enjoys 
a very stable and increasing demand and its markets 
are no longer confined to the United States. 

During World War II, operations were handi- 
capped by the transfer of many of the company’s 
ships to the Government, but the Armed Forces now 
are thought to have a large supply of their own re- 
frigerator vessels. United Fruit’s present fleet of 52 
refrigerator and/or passenger ships has been com- 
pletely modernized. Vast banana plantations in the 
Carribean area are being continually expanded. 

In the circumstances, it is natural that sales and 
earnings of United Fruit seem to be establishing 
new records this year. First half earnings of $3.90 
per share, after deducting a $4 million reserve for 
construction costs, compared with a previous high 
of $3.07 in 1948. Payment of $4.50 dividends in the 
current year would accordingly be justified, while an 
impregnable financial position, with cash and gov- 
ernment bonds alone twice all indebtness, strength- 
ens potentials for dividend stabilization. An uptrend 
in net earnings during postwar years provides 
United Fruit Company with a relatively sheltered 
position if excess profit taxes are imposed. 


McGraw Electric Company 


Total dividends paid in 1950 by McGraw Electric 
Company will likely amount to $3.50 per share, af- 
fording a current yield of 7.8% on the common stock 
at a recent price of 4454. To judge from net earn- 
ings of $6.89 per share in the first nine months, the 
dividends have been very conservative, since they 
may represent hardly more than a third of net in- 
come for the full year. The encouraging showing 
through September was after provision for increased 
taxes retroactive to January 1. 

While the company’s output of electric appliances 
for civilian use may be cut by 20% next year, broad 
experience in the field should enable it to take up 
the lag through military orders. Many of McGraw 
products are also essential for industrial use. Even 
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if credit curbs affect civilian demand, firm prices 
resulting from a prospective shortage should tend 
to stabilize margins. Because of expanding earn- 
ings in the 1945-49 period, the exemption base for 
EPT would be quite high. All considered, net earn- 
ings of McGraw Electric could be pared substantially 
by increased taxes or narrowed margins without 
seriously threatening dividends at the present rate. 

The progressive rise in sales, earnings and divi- 
dends by Deere & Company during postwar naturally 
suggests that the rate of improvement may falter 
before long. The company earned $10.07 a share in 
nine months of the fiscal year ended October 31, and 
since scare buying affected recent results, net income 
for the full period will likely exceed the record $12.42 
a share reported in fiscal 1949. In reflection of high 
level earnings, the company declared a dividend of 
$3.50 per share, payable in December, making a total 
of $5.50 for the calendar year 1950. Despite this lib- 
eral showing, more than 50% of earnings will have 
been retained. 

'A high current yield of 10.6% on these shares 
reflects uncertainty over the stability of annual divi- 
dends at their present level. While the cyclical charac- 
ter of the farm implement business lends support to 
doubts as to dividend stability at the current rate, if 
the annual rate were cut in half, the return would 
still be quite favorable. Now that the farmers are 
loaded with cash and have been given permission to 
raise crops without Federal restrictions, this long 
established producer of farm machinery should enjoy 
at least another year of unusual prosperity, aided by 
probable allocation of raw materials. Taxes probably 
will reduce net earnings, to be sure, and the 1951 
year-end dividend may be smaller than in 1950, but 
stockholders can be satisfied even if next year’s in- 
come return does not fully match the current one. 


Goodyear Tire & Rubber 


Among the major industries assured of capacity 
operations by the Defense Program, rubber manu- 
facturers are outstanding. In this division Goodyear 
Tire & Rubber Company is well situated to capture 
its full share of both military and civilian orders, and 
both should be substantial, despite cut-backs in civil- 
ian production. Although the company’s net earnings 
for five consecutive years will have averaged better 
than $12 per share by the end of 1950, dividends have 
been conservatively limited to $4 per share annually. 
For this reason, the current yield of 7% cannot be 
attributed to any unusual liberal dividend of late. 

The same factors strongly point to no reduction of 
the dividend rate in the foreseeable future, with a 
good chance for gradual improvement. The record 
earnings achieved by Goodyear in postwar provide 
a very favorable base on which excess profits taxes 
will be calculated, while the broad coverage of divi- 
dends by earnings leaves ample room for heavier 
taxes. All said, the present yield seems entirely 
dependable. 

Another industry marked for continued high level 
activity is the paper manufacturers group. West Vir- 
ginia Pulp & Paper Company, a well integrated and 
long established producer of white papers, should 
experience satisfactory earnings for some time to 
come, possibly not much below the indicated average 
of better than $10 per share in the 1946-1950 period. 
The company’s paper specialties are in tight supply 
and likely to remain so, thus assuring firm prices. 
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Numerous operating economies have been effected 
by postwar expenditures of more than $40 million, 
mainly used for modernization. With no bonded debt 
to amortize, and with improvements mostly com- 
pleted, the company could afford to pay a larger share 
of earnings to stockholders. Total dividends of $5 a 
share in fiscal 1950 compared with estimated net 
earnings of about $11 per share after applying the 
new tax rates. EPT could reduce earnings to around 
$9 per share, conceivably, and yet permit dividends 
comparable to the present ones. In any event, the 
current income return on West Virginia Pulp & 
Paper shares appears dependable. 

A relatively moderate price of 4214, for Bethlehem 
Steel Corporation shares rather strongly discounts 
the chance that dividends may not hold long at the 
$4.10 per share level indicated. A current yield 
of 9.7°~ seems too good to endure. While the future 
may validate such doubt, net earnings would have to 
be seriously impaired by increased taxes to affect div- 
idend paying ability, and even though dividends were 
considerably reduced, a very reasonable yield on the 
shares could still be obtained. 

On the other hand, although increased taxes took 
a toll of $16 million on operations for nine months 
of the current year compared with a year earlier, 
Bethlehem Steel reported net earnings of $8.96 ver- 


sus $8.14, and with volume virtually the same in 
both periods. This indicates that firm prices and oper- 
ating economies attained by vast outlays for plant 
improvements are bearing fruit. Backlog orders of, 
$532 million will require capacity operations for six’ 
months to come and new orders will undoubtedly tend 
to increase for an indeterminate period. In the case 
of this company, another instance of a well sheltered 
tax position is revealed, so that on balance there is 
little to indicate that lower dividends may be ex- 
pected for quite some time. 

The longer American Sugar Refining Company 
continues to report earnings far above years prior 
to the end of the last yar, and to pay relatively higher 
dividends, the more skeptical the market seems to be 
over the stability of current dividend income. For 
this reason, American Sugar shares at 55 yield 10.9% 
based on indicated dividends of $6 per share for 
1950. Conditions in the sugar industry are apt to 
change so rapidly, that the directors of this company 
are cautious in their dividend policies. Annual divi- 
dends of $4 per share were paid in the 1947-49 period, 
compared with average net earnings of around $12. 
It is thought that 1950 earnings will about equal the 
foregoing average, in consequence of which the di- 
rectors supplemented the September $1 quarterly 
dividend with a $1.50 (Please turn to page 204) 






































Companies With Big Earnings Cushions 
Net Per Share Earnings Indicated Price Range 
9 months 1950 Recent 1950 
1946 1947 1948 1949 1950 Dividend Yield* Price High— Low 
|American Can Ph Ree $ 2.40 $ 7.66 $ 9.71 $10.02 $11.00! $ 4.50 47% 95'2 120%— 90% 
AMOFICaI CYANGHNG <-....<.05:<:.s00.c0sss0csseeeneenee 2.90 2.96 3.84 5.28 7.02 4.00 5.9 67 76%— 49 
American Sugar Rfg. ...... ate sss OOO 15.84 10.07 10.75 12.00! 6.00 10.9 55 60%— 38% 
American Viscose patie ie sidivtresetves, AON 8.96 13.65 9.33 11.72 4.75 4.8 99 106 — 64% 
Armco Steel ......... ee lee “ee 6.20 7.96 7.68 9.48 3.00 7.3 40% 47%— 26% 
Atchison, Topeka & ‘Santa ... LvBiseinnsdoss Mee 17.11 23.33 18.06 17.70 8.00 6.6 120 1355s—100% 
| Atlantic Refining ................... eacnestetocs nee 5.32 12.68 9.51 9.82 2.75% 5.2 66% 70%— 36% 
Bethlehem Steel .............. See 4.98 9.36 9.68 8.96 4.10 F7 42M 48%— 30% 
ECE Ce a ri SR Referee 3.66 10.20 12.43 9.16 6.62" 6.00 9.3 64% 73%4— 55 
HE VSIEG CORES to 2.57-c0lecsccasdesctes-wni secrete Oe 72 10.25 15.19 454° 9.75 13.4 7258 842— 62% 
ME TRTOS SMP ooo oa ass capa dev sevecas cuvescescessiauescces” 71QEAEM 10.93 WaT 14.87 7.45- 4.00 5.0 79% 88'%— 63% 
COTTCUGE LCE CS || ad ae eae Rete 2.15 3.85 11.00 9.16 7.00 4.80 9.9 48% 67%— 45% 
Continental Oil ............. een uarete orem, (>. 6.61 11.24 7.48 6.15 5.00 6.5 76% 81%— 55% 
Oe 2 ee ae pe ee 2.46 3.90 8.49 12.42 10.078 5.50 10.6 51% 58%— 38% 
Dixie Cup ; ree ee +. 466 5.87 6.70 7.44 9.87% 1.62 3.6 44 47%— 35 
General Motors ...... ER RPS oe .88 312 4.86 Fa2 7.91 6.00 11.9 50% 54%4— 48% 
Goodyear Tire & Rubber... ‘a scsssexe TOUOE 10.93 13.40 10.32 5.08° 4.00 7.0 57 64%2— 43% 
Gulf Oil . sh ote te PRN EN eer pore C3”. 10.53 13.53 8.89 7.23 4.00 52 76 81%— 59% 
Illinois Central R. R. Be TO ae rer 4.67 10.25 14.60 11.01 9.66 3.00 6.7 4454 52%— 34% 
Industrial Rayon ee See eee 5.66 8.86 8.31 6.01 5.54 3.007 5.1 58 65%2— 42% 
International Paper ...... LN reee tpn eae aueae 3.19 6.01 6.70 5.70 3.742 3.00 7.0 425% 59%— 33% 
ROIMOCOLE CORIEE 5. o55..055.06(50-.c2i0sccsecsncsangestente 2.13 8.49 8.67 4.45 3.49" 4.50 6.7 66% 68 — 49% 
one Sidr (Cam@n? .<...5<:.:..cc.ccseccsstatirn. See 6.68 8.18 10.34 7.81 5.50 F2 71% 81 — 60% 
PACES Cy MERGER Sh ce |< /a8. Wire cnes Scesth Ssateeseeaes 4.64 5.49 5.74 8.11 6.89 3.50 7.8 4458 52%4— 39% 
Montgomery Ward & Co. oo.....ccccccececceeeees 6.29 8.86 10.28 7.13 4.144 3.50 5.8 60 66%— 49% 
National Steel ..................... haserinesaea Nyce Cee 3.65 5.45 5.34 5.85 2.50 5.4 45\2 49%4— 35% 
Republic Steel ... SE dicats.cpieiev ances. ae 5.17 7.61 7.54 9.35 3.00 7.4 40% 44 — 23% 
Standard Oil of California. prance stasaetes acebeesivy 5.15 8.25 12.42 10.10 7.47 5.00 6.6 75% 78 — 61 
Standard Oil of New ined Eaemuwestassxevonavace,, SCONE 9.83 12.44 8.91 9.06 5.00 59 83% 87%— 66 
Studebaker Corp. . editleccvatieadecuusscouteccteica, SOA 3.87 8.12 11.70 8.22 3.50 11.6 30 36%e— 25% 
IRMNOUR aso ck vcs h sa aasay oes ceunestcecocsectsnacueesesecsnnice 6.32 7.90 12.03 9.63 6.90 6.50 8.6 75% 77 — 59% 
Texas Gulf Sulpher pein eet dae SR 5.64 Fao 7.14 6.05 5.00 6.0 82% 86%— 63% 
Union Pacific ; A 11.35 14.24 10.26 9.12 6.00 6.5 91% 100%— 81 
ROTOR MOAD RUE cas ccesecesctecviavsweasasacquvsveveniecesetarses ; 6.17 6.81 6.25 3.90" 4.50 aan 63 66%— 50% 
U. S. Gypsum 10.00 15.04 13.51 14.17 10.00 9.3 107 135 — 90% 
U. S. Steel ae eee 3.90 4.00 5.39 6.12 3.45 8.5 405 42%— 25% 
Walker (H.) Gooderham B Wort... occcccccceeee 5.28 6.54 8.62 8.19 6.98° 3.55 7.4 48 52 — 31 
West Virginia Pulp & Paper..............ccccce 4.93 11.40 11.33 9.31 8.486 5.00 7.7 6414 68%2— 44% 
Western Auto Supply ....... 5.60 7.65 5.00 6.38 4.50 10.0 45 51%— 37% 
Youngstown Sheet & Tube.................000.... vee eee 7.85 10.66 9.48 8.72 3.50 ye 46 53%4— 45% 
*—Based on indicated 1950 dividend. 3—12 months ended Sept. 30, 1950. 6_9 months ended July 31, 1950. 
1_Total estimated net per share for 1950. 4_6 months ended July 30, 1950. 7—Plus Stock. 
2_6 months ended June 30, 1950. 5—9months ended May 31, 1950. 8—9 months ended July 31, 1950. 
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Lets Keep ......... 
KEYNES Out of 


—A COMMENT ON TAX POLICY 
By JOHN D. C. WELDON 


I n the current debate about economic implica- 
tions of the defense program, about the controls, 
taxes and restrictions needed, we are constantly be- 
ing reminded—and correctly so—not to delude our- 
selves into the belief that it will be a short-range 
matter. 

Only the other day, Economic Stabilization Ad- 
ministrator Valentine declared that the Government 
is preparing an anti-inflation program designed to 
last not four years like OPA of World War II days, 
but “possibly for much longer.” Leon Keyserling, the 
President’s chief economic adviser, similarly stated 
that what’s needed is a program for a “long, hard 
pull’”—maybe five, maybe ten years. 

Statements like this are sobering enough though 
they merely recognize the prospect that the current 
unsettled state of international affairs may drag on 
for a long time, that our plans must be made on the 
basis that we, and perhaps the world at large, may 
be an armed camp for a number of years. They also 
make it clear that whether we like it or not, the 
Government will again be running the economy and 
the people, and may not let go so easily, as after the 
last war, once an emergency no longer exists. 

All the greater is the need for a realistic, sensible 
program to cope with the problems involved, a pro- 
gram designed to meet them without unduly dis- 
turbing the health and vigor of our economy or 
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o eat 


destroying the pri- 


system, and with a 
minimum of inter. 
ference with person- 
al liberties. In short, 
a program that deals 
with problems in a 
practical manner, 
not dogmatically—a 
program in which 
there is no room for 
the pet theories of 
Keynesian econo- 
mists and socialistic 
planners. It would, 
after all, be a sad 
thing if in our fight 
against totalitarian- 
ism, we would our- 
selves succumb to it. 

Sensible planning 
is particularly im- 
portant when it 
comes to tax policy. It is a foregone 
conclusion that paying for preparedness 
spells heavier taxes for all, individuals 
and corporations, but we must also be 
mindful of the fact that a heavier tax 
burden tends to diminish the incentive 
to work hard and produce. Yet the need 
for maximum production was _ never 
greater. Since our fiscal planning must 
be long range, any disregard of this fact 
could become dangerous. 

It is time of course to stop accepting 
deficits as ‘‘a way of life.” Fiscal sanity 
alone requires this, and it seems that 
we must pay for defense on a pay-as- 
you-go basis to the greatest extent pos- 
sible, preferably fully so, which is by no means an 
impossibility if all unnecessary “fat” were trimmed 
out of the Federal budget. Hence the widespread 
demand that Government spending for civilian 
“frills” should at once be cut back to at least the 
World War II level when less than 19% of our taxes 
went for domestic civilian activities. 

This is a justified demand, for how can Govern- 
ment ask people to deny themselves if it is itself 
not prepared to do so? As long as we must carry the 
enormous burden of preparedness, we have a right 
to be intolerant of non-essential Government spend- 
ing. Only in this way can deficits, and confiscatory 
taxation, be avoided. 


Tid ae 
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Option to Save Should Not Be Eliminated 


Even at that, the burden on the taxpapers will be 
onerous enough. To suggest, beyond that, that taxes 
be raised further to siphon off “excess” purchasing 
power appears to us the height of folly and inequity. 

We agree that there may be need for taxes that 
curtail demand rather than production, if only be- 
cause anything that lowers production is inflationary 
while anything that curbs spending is deflationary- 
and inflation at this stage is the paramount threat. 
But we disagree that to counter inflation, we should 
resort to indiscriminate and excessive taxing of the 


THE MAGAZINE OF WALL STREET 


vate free enterprisé 











pri- 
risé 


ter- 
son- 
ort, 
eals 


ner, 
y—a 
hich 
for 
; of 
yno- 
istic 
uld, 
sad 
ight 
jan- 
our- 
0 it. 
1ing 
im- 

it 
yone 
ness 
uals 
0 be 
tax 
itive 
need 
ever 
nust 
fact 


ting 
nity 
that 
y -as- 
pos- 
S an 
med 
read 
ilian 
; the 
axes 


rern- 
tself 
y the 
right 
yend- 
itory 


il] be 
baxes 
sing 
uity. 
that 
y be- 
nary 
ary- 
reat. 
n0uld 
f the 


REET 





people’s income. Their tax burden, as we said, will 
be neavy enough. As to what may be left of their 
income after high living costs and high taxes, they 
shouid at least have the option to save it. 

Admittedly, there may be need to curb spending, 
to reduce, as Mr. Keyserling recently stated, compe- 
tition for scarce goods to hoid down prices. If such is 
the need, there are more practical and more equit- 
able ways of accomplishing it, methods that will not 
pauperize those who have no intention to spend, who 
preter to save what little they can, who can save 
nothing however if the slim margin between income 
after taxes and living costs is taxed away. That 
margin, already shrinking alarmingly for the bulk 
of tne population, has become known as “surplus 
purchasing power’, a phoney name if ever there ever 
was one, for there is no such a thing. 


What Is Surplus Purchasing Power? 


For the majority of people, it merely means the 
difference between subsistence and a decent standard 
of living, or the latter and the ability to provide for 
the future. Remove this ability, by taxing “surplus 
purchasing power’, and the road to socialism will be 
wide open, for the people’s dependence on the Gov- 
ernment for old age security, against the incidence 
of ill health, etc. will be complete. If that is the aim 
of the planners, they could hardly have hit upon a 
more'effective way of gaining their ends. 

Any such course would hold other dangers. By 
taxing away income that would otherwise be saved, 
the formation of capital needed to finance our grow- 
ing economy would be gravely impeded. To the ex- 
tent that potential savings are not taxed away, the 
propensity to save will strengthen. If taxes are so 
high that it is virtually impossible to save, the incen- 
tive to save will diminish, if not disappear entirely. 
That is human nature which cannot be changed 
readily. It’s the well-known ‘What’s the use” at- 
titude. 

But apart from all that, to the extent that poten- 
tial savings are taken away in the form of taxes, 
they cannot be invested, directly or indirectly, in 
productive enterprise except by the Government as 
the recipient of the taxes. In other words, Govern- 
ment financing of industry would more and more 
supersede private financing; and with it, Govern- 
ment control over industry and the latter’s depen- 
dence on the Government would grow rapidly. That 
way lies the road to socialization of the nation, to 
nationalization of industry. We don’t think the 
nation will want it. 

This being so, it should be alert lest the emergency 
be used to force it into socialism via the backdoor, 
and alertness should particularly be directed towards 
tax policy. We know that higher taxes cannot be 
avoided; there is no argument against taxes needed 
for revenues. But let’s think twice before we agree 
to taxes so as to “siphon off purchasing power.” That 
is strictly along the lines of socialistic planning in 
the best Keynesian manner. Let’s keep Keynes out 
of it! 

As previously implied, the direct impact of taxes is 
upon consumption and saving, since every dollar paid 
as tax would otherwise be spent or saved. Taxes on 
low incomes are more restrictive of consumption, for 
obvious reasons; taxes on high incomes are more 
restrictive of saving, and thereby have a direct and 
indirect effect on investment. The bulk of spending 
originates among the lower and middle income 
classes, but these also have the smallest “surplus pur- 
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chasing power.” If spending here is to be throttled 
to hola down inflation, it can readily be done not by 
raising income taxes, but by sales or excise taxes 
which hit spending but not saving. 

Such imposts, however, are not nearly so effective 
when it comes to the higher income brackets where 
more leeway exists. But then, their spending is not 
nearly so important to the economy (except in luxury 
lines) because of their much smalier number. To tax 
their “surplus purchasing power” as an anti-infla- 
tion measure would not only be largely inetfective 
from the latter standpoint; it would merely be an 
excuse to “soak the rich” some more. 

These facts are well understood among labor lead- 
ers who, while they wouldn’t object to stiffer taxes 
on high incomes, are likely to fight any stiff increase 
for wage earners. They know that higher individual 
income taxes are bound to hit all taxpayers but that 
siphoning off “surplus purchasing power” will hit 
Wage earners particularly hard because they are 
usually least able to bear it. And the middle income 
class, even the upper middle income class, today is 
largely in the same boat. They are rapidly being 
levelled down. 

What about sales and excise taxes? Aren’t they 
detrimental to business and employment? Admit- 
tedly they are, and under normal conditions we hold 
no brief for them. There are too many already, and 
most of them are too high. But these are extra- 
ordinary circumstances. Moreover, if the purpose of 
taxing is to hold down consumer spending in the 
interest of greater price stability, there is no way 
for business to escape its impact which remains the 
same whether curtailment is sought via sales and 
excise taxes or via income taxes. It all means less 
consumer spending, and fewer sales by business. The 
difference is that sales and excise taxes not only 
reduce the ability to spend, but also the propensity 
to spend even where ability may exist. Excessive in- 
come taxes on the other hand cut spending power 
across the board regardless of spending propensity, 
and they also reduce or eliminate entirely the ability 
to save. It hits at those who would be self-reliant and 
independent, and throws them at the mercy of the 
Government. 

This is the argument against “compensatory 
taxing.” It does not minimize the need to tax for 
revenue, or the need for belt tightening. But if some 
check on demand through fiscal policy is needed, let 
it be the right fiscal policy, the kind best suited to 
fulfill its purpose with the least detriment to the 
nation and the economy. 


Other Means Available 


There are other means than taxes to fight infla- 
tion. We already have stiff credit curbs and there is 
little doubt about their effectiveness. A good deal 
more can be done in the field of monetary policy. 
There are also price controls which many regard as 
the only really effective weapon in the anti-inflation- 
ary arsenal. But that is another matter. 

Price controls, even applied as late as this after 
the sharp initial dose of preventable inflation which 
we had, will accentuate the need for other controls 
because in an environment of rising incomes, con- 
trolled, that is stable prices tend to increase pur- 
chasing power and thus demand for goods. Again, 
there would be the need of curtailing demand, only 
more so. And there would of course be an urgent 
need to freeze wages in order to halt the strong 
uptrend in incomes. (Please turn to page 201) 
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By E. K. T. 


POLITICALLY, organized labor stands today in much 
the same position as the republican party found itself 
after the Landon debacle of 1936—picking up the 
pieces. The unions threw every resource of finance 
and influence into the drive to unseat Senator Taft, 





WASHINGTON SEES: 


Whether the margin of republican election vic- 
tory was wide enough to be considered either a 
“mandate” or a warning to either party, is topic 
that will be argued with partisan heat until the 
voters go to the polls the next time, in 1952. But 
this much is clear: control of Congress will rest for 
the next two years, as it has for the past two, in 
the hands of a Republican-Dixiecrat coalition to 
whatever extent that combine sees fit to make its 
purposes felt. 

That point seems to be ignored in most post- 
election claims and analyses. Yet it is fundamental, 
inescapable, very evident. 

Not even the most optimistic seer in GOP na- 
tional headquarters honestly expected the pendu- 
lum to swing to the point of wresting control of 
the Senate and the House from the democrats. 
There always had been an outside chance for the 
Senate; none for the House. The party chiefs are 
more than satisfied, and they have good reason 
to be. 

So, with election returns now complete and 
verified, the query is this: acknowledging that 
more democrats than republicans will sit in the 
next Congress, does this mean democratic con- 
trol? The answer must be no, based on a two-year 
experience that saw party label imprints become 
indistinct. Also, a look into the future reveals that 
the lawmakers face again the program they re- 
jected either by vote or by the equally effective 
method of sidetrack. 

Northern republicans and Southern democrats 
found a strength in combination they couldn’t 
exert by “going it alone.” The democratic party 
is numerically dominant in Congress. In operation 
will continue to be the minority party. 
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confident of success. Their leaders agreed Ferguson 
wasn’t the made-to-order candidate to chop down 
Mr. Republican, but they were satisfied that their 
strength and money could offset his mediocrity. Re- 
criminations already are being heard as union lead- 
ers assess blame. But there’s no room for alibiing, 
especially here where the race wasn’t even close. 
PRESIDENT TRUMAN cannot read into the results a 
whit of consolation for the Fair Deal program. Dem- 
ocratic nominees ran out on the Brannan Farm Plan 
in states where it could have been made an issue— 
disavowed it or ignored it. The Ohio results must be 
regarded conclusive on the point that the Taft-Hart- 
ley Act is here to stay. Nationalized medicine had no 
outspoken supporters in major voting centers. De- 
fense preparation “up to the hilt”? was backed by 
both sides. An excess profits tax already was in the 
cards, needed no indorsement, wasn’t in the welter of 
debate. The bi-partisan foreign policy wasn’t chal- 
lenged but GOP influence in implementing it in- 
creases. 

RESOUNDING VICTORY of Gov. Earl Warren in Cali- 
fornia confirmed viewpoint in GOP circles that he’s 
the party’s top vote-getter. He’s off to a running start 
for the Presidential nomination. On the other side 
of the country, James Duff’s election to the Senate 
may supply the lower half of the republican ticket: 
east and west, congress and statehouse. Both are 
leaders in the move to “liberalize” their party, now 
are in good position to do so with the added encour- 
agement of Gov. Dewey’s victory. From long-range 
viewpoint that could prove the major impact of the 
election not only on the party in apparent new ascen- 
dency but also on national policy. 

MC CARTHYISM and the extent of its influence remains 
a question mark. It is almost a certainty that Senator 
Tydings owes his defeat to the Wisconsin Senator’s 
charge of “red coddling.” Yet, what of Senator 
McMahon, democrat equally under fire, who not only 
was re-elected but also pulled his party colleague, 
Senator Benton to victory in Connecticut, a state with 
a record of republican wins in non-Presidential years? 
Whatever his influence may have been elsewhere, it 
will reach high into Administration circles. Dean 
Acheson will wait for the dust to settle, resign as 
Secretary of State. 
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Alan Valentine, Administrator of the Economic 
Stabilization Agency is learning fast the woes of a Washington 
bureau chief. Inthe Capitol only a few weeks he has sized 
the situation up this way: "Nearly everyone wants the 
Government to do something about inflation, provided that 
what is done does not involve him in any personal sacrifice 
or inconvenience." Persons of that thinking are in fora 
sad awakening if Valentine has his way. He sees federal 
controls not a four year job, as after Pearl Harbor, but for 
a much longer term of years. How many years, he prefers 
not to estimate. 






































In spite of agreement that controls are unavoidable, 
business sees a healthy sign in the willingness of the 
National Production Administration to back down on its 
program to ban non-essential construction. The control 
program was a more drastic one than any attempted in World 
War 2. And, contracting associations said, it wasn't 
necessary. The protesting groups were given an audience 
and they made their point stick. NPA said, and proved, it is ready to abide by the rules 
of reason. 





























Encouraged by this, organizations who think the curbs on home-purchase credit 
are dangerously drastic are knocking at NPA's door. The housing lobby has attracted a 
conglomerate group including many of its former foes. American Legion and Veterans 
of Foreign Wars have joined up to war against the new regulations, and the Congress of 
Industrial Organizations and United Auto Workers are in on the same side. Said CIO: 
"New building will be undertaken strictly for those who have the cash, without regard 
to housing need." 























U. S. Conference of Mayors is a lobby made up of men who have proved they 
know their way around, politically. And they plan to make their influence felt ina 
demand for price and wage controls, presenting as the alternative a picture of cities and 
towns facing a serious financial problem, not necessarily going broke, but operating on a 
basis approximating that of the early 30's. 


























Increase in the costs of supplies, materials and equipment which municipalities 
must buy has reached alarming proportions. As aresult, the dollar the taxpayer has 
turned into the city treasury won't buy nearly as much as it was calculated to purchase at 
the time the city budget of income and outgo was prepared. The Governors haven't been 
heard from in united voice as yet, but are likely to come along with supporting argument 
when they are called upon to finance and equip a huge civil defense program. 





























In the meantime, the Mayors and Governors (many of them ardent foes of control 
from Washington, including Federal money grants which invariably increase the degree of 
control), will try to impress upon Congress that the costs of civil defense should be 
borne by the Federal government. The Constitution, they remind, directs Congress to 
provide for the "common defense," and they add: "The supplies and equipment required for 
adequate civil protection are as vital and important as the building of guns, tanks, 
and battleships." 




















Industry is cautiously sounding out Washington sources to appraise the possi- 
bility of Congressional action to outlaw premium pay after 40 hours of work a week. 
It didn't succeed during World War 2, and the chances now must, therefore, be put down 
as Slight. Labor lobbies are launching a counter-offensive, just to be on the safe side. 
Idea behind the new effort is to gain maximum production and utilization of labor's skill 
without substantially increasing costs. 

















Argument used to put over labor-management contracts setting overtime premium 
pay was the need to "spread the work." Now with manpower shortage looming, that doesn't 
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hold water, so the laborites are moving on a new tack: defending their position on the 
economic side. Probability is that industry will carry on its project half-heartedly, 
soon abandon it completely. 











House Ways and Means Committee, which writes the tax bills, must either adopt 
a modified cloture rule or give up hope of making any substantial progress on the excess 
profits tax bill this year. The Senate-House Joint Committee on Internal Revenue has 
had its staff working for several months, amassing, then digesting mountains of material 
in conferences with men of business and industry. Topping this, however, are formal 
requests for permission to testify from almost 100 groups and individuals. Most of the 
testimony would be repetitive, but none seems willing to give ground, let another speak 
for him. 


























Basic difference still to be settled is whether the Ways and Means Committee will 
consider only an excess profits tax, or combine with it — or hear separately — discus- 
Sion of a higher corporation tax designed to siphon off war profits. Congress ordered the 
committee to prepare a bill on excess profits. That, of course, would be persuasive but 
not binding upon the committeemen. It's likely that the committee will throw open the 
doors to all comers, seek to limit discussion by the expedient of announcing all decisions 
will be retroactive, that nothing will be gained by dilatory tactics. 



































Senator George of Georgia, who will have more influence in the tax draft than 
any member of the committee that originates it, wants the new levy made retroactive to 
July 1, 1950, but will settle for Oct. 1, 1950. The Georgian has an ambitious program, sees 
the legislation enacted into law before the Christmas holidays set in. It could be only 
for the purpose of winning support for the pending measure, but George has been sending 
up trial balloons on a "transaction tax." That, of course, would mean a national 
sales tax. Retailers in many states already are collecting a sales tax, some of them 
collecting both state and municipal levies and, on selected items, a Federal excise tax. 
They'd fight a "transaction tax" project to the bitter end. 



































Congress, at least the House branch, will make a healthful move in its own 
interests, when the new session begins. An investigation will be made of payroll dis- 
bursements by the lawmakers themselves. They have been forced into it by disclosures in the 
J. Parnell Thomas case (the New Jersey congressman went to jail), and by charges frequently 
published that some members take "kickbacks" of part of the pay that should go to secre- 
tarial workers, and that others employ relatives and political hacks, pay them out of 
Treasury funds for doing little or nothing at all. 























The legislators always have been highly sensitive at suggestions of official 
dishonesty. When F. H. La Guardia was in Congress he demanded, and got, a hearing before 
a Senate committee after an attache of that body had published a magazine article carrying 
the statement "not all Members of Congress can be bought." That, said the Little 
Flower, implies that "some" members’ votes are for sale. The Senate fired the veteran 
employee. 








Last year, a resolution to investigate congressional payrolls was pigeonholed 




















Then came the Thomas case ! 





When Senator Clinton P. Anderson of New Mexico, made headlines October 22 by 
stating that Harry S. Iruman is the only man being considered for the democratic a 
Presidential nomination, commentators passed it off as a friendly tribute, but not to be 
regarded as an authorized statement "from the front office." True, President Truman 
lifted Anderson out of the House of Representatives to make him Secretary of Agriculture, 
helped him in the Senate fight. 























made the first announcement that Mr. Truman would seek a term of office in his own right. 
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Inquiring reporters received White House confirmation. 
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How Europe Fights ........ 
RESURGENT INFLATION 


By V. L. HOROTH 


* presence of the Chinese communist 
armies on the battlefields in Korea suggests that 
there is not much hope for any let-up in the conflict 
with the communist world. The men of the Kremlin 
have apparently not learned any lesson from the 
Korean affair, for they appear just as determined 
as ever to keep the free world in a state of limited 
warfare. They hope that inflation, heavy taxes, and 
forcing on the United States a multitude of con- 
trols will crush the initiative and undermine the 
efficiency which are inherent in the free enterprise 
system, thereby weakening the staying power of 
the free world. 

During the past two wars, the problem of dealing 
with inflationary forces—brought on by the necessity 
of our having to set aside an increased share of our 
national income for war purposes—was always of a 
temporary nature. We all knew that goods would 
again become available and that the prices would 
again come down within a reasonable time after 
the war. 

But this time we are facing something new. We 
are facing the problem of living in a limited war 
economy for an indefinite period. The building up 
of inflationary pressure year after year without any 
let-up is bound to wreck even the strongest economy. 
How to avoid delivering ourselves into Mr. Stalin’s 
hands just that way is a problem that must be solved 
before long. 

Is there anything that we can learn in this respect 
from the counter-inflationary measures applied 
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abroad? After all, Western 
Europe had had plenty of 
experience in maintaining a 
defense economy for years 
at a time. In France and 
Belgium, the defense appro- 
priations prior the First 
World War, and again dur- 
ing the latter ’Thirties, were 
pretty heavy, judged even 
by today’s standards. Yet both countries managed to 
stay prosperous. 

From what is known, Germany was probably 
syphoning into armaments during the 1935-39 pe- 
riod a greater proportion of the national income 
than we are doing now. Yet the average German had 
little to complain about at the time. It is question- 
able, however, how long the ever-tightening controls 
could have prevented severe inflation in the long 
run. 


Curbing Inflation In a Defense Economy 


Before proceeding to examine what realistic steps 
have been taken abroad to check the inflationary 
pressure arising from the accelerated armament 
programs, it may be well to inquire how the prob- 
lems of individual foreign countries differ from 
ours. Also, to enable the reader to check over what 
other countries have done, it may be well to give 
below a summary of counter-inflationary prescrip- 
tions, succinctly stated by Professor Sumner H. 
Slichter of Harvard in one_of his recent speeches. 
It will be noted that some of the measures prescribed 
by Dr. Slichter have already been adopted in this 
country, though it remains to be seen whether they 
are drastic enough. The enactment of other meas- 
ures is being debated. 

As Dr. Slichter sees it, the number one problem 
in avoiding inflation is to meet the rising armament 
demand with expanding production. This can be 
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accomplished: (1) By speeding up technological 
research. Luckily, many concerns here have been 
doing exactly that, perhaps not for reasons of na- 
tional security, but to cope with rising taxes and 
labor costs. (2) By maintaining and possibly in- 
creasing the national labor force (threatened with 
reduction by the drafting of men into the army) by 
hiring more women and by re-employing the retired. 
(3) By training more men as technicians and skilled 
workers, and (4)—and this is the most important— 
by speeding up the rate of replacement of old equip- 
ment. 


A Workable Domestic Formula 


The number two problem, as Dr. Slichter sees it, 
is to keep down prices without resorting to price 
controls which prevent the expansion of production 
in those lines where it may be most needed. The 
object should be a rough balance between the pur- 
chasing power of the civilians and the supply of 
goods available for the civilian sector. 

This can be done (1) by reducing Government 
expenditures. The support of agricultural prices 
costing billions of dollars, for example, is no longer 
needed and is in fact harmful. (2) By raising cor- 
porate income taxes as against imposing an excess 
profit tax which may discourage the expanding of 
plant or buying more efficient equipment. (3) By 
increasing personal income taxes to keep down con- 
sumer buying power. (4) By restricting bank 
credit except to finance the expansion of productive 
capacity. (5) By stiffer terms of real estate credit, 
and (6) By stiffer terms of consumer credit. 

The problem of meeting the disrupting effect of 
inflationary armament spending differs from one 
European country to another, depending upon the 
extent of postwar recovery and the extent of the 
armament effort itself. In one respect, their problem 
seems to be easier than ours. The West European 
defense expenditures as visualized now, generally 
will absorb a smaller proportion of the national in- 
come than in the United States. One outstanding 
exception is Great Britain where the proposed de- 
fense expenditures during the coming fiscal year are 
expected to take 12-13 per cent of the national in- 
come, or almost as much as here. France and the 
Netherlands expect to spend around 10 per cent of 
their national income on defense, and Belgium and 
the Scandinavian countries between 5 and 7 per cent. 


Where Problems Differ 


On the other hand, there are factors that make 
the problem of countering inflation in Western 
Europe far more difficult than here. First, in the 
United States we have a good chance of meeting 
the accelerated armament demands from expanding 
production, but in Western Europe, increased arma- 
ments will cut directly into the standard of living. 
With the exception of Germany and Italy, where 
there is still a considergble unemployed labor force 
and industrial capacity, there is no slack that can 
be taken up, and the existing capacity to produce 
can be raised only slowly. 

Second, it will be much more difficult than here 
to cut the new investment programs. In France, 
Italy, the Netherlands, and above all Germany, there 
is still a good deal of essential repair of war damage 
to be carried out. Other countries, such as Norway, 
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have been investing heavily in water power develop- 
ments to become more self-sufficient, and in the 
merchant marine, which represents a means of earn- 
ing foreign exchange to pay for necessary imports. 
These investment programs, though desirable from 
the long range point of view, have been inflationary 
in themselves. 

Third, in some Western European countries taxes 
are already so high—in Great Britain, for example, 
the collections exceed 40 per cent of the national in- 
come—that a further incerase may discourage initia- 
tive to produce as well as tax away the earnings 
needed for expansion of plant facilities or the pur- 
chase of more efficient equipment. The best way of 
providing money in Great Britain and in the Scan- 
dinavian countries for increased defense, without 
raising taxes or cutting the essential new investment 
programs, would be through slicing social welfare 
expenditures, including the money spent on food 
subsidies. But that, as can be seen, is a matter of 
politics rather than economics. 


What Belgium Is Doing 


Belgium, with an economy perhaps freest of con- 
trols in Europe and the first country to balance the 
budget and to adjust realistically its inflated cur- 
rency through blocking of bank deposits, is again 
showing the way in taking bold action to curb re- 
armament inflation. 

Early in September, the National Bank raised the 
discount rate from 314 to 334 per cent, and the 
banks were asked to cut down credits, particularly 
for consumer goods, in order to discourage hoarding 
and speculation. Restrictions on the export of about 
50 commodities, including steel, cotton textiles, 
newsprint, and rubber, were also imposed, with a 
view to discourage speculation. Furthermore, any 
individual or corporation making ‘abnormally” 
large profits in its line of production will be liable 
to prosecution. 

The new Finance Minister, M. Van Houtte, also 
has proposed an extra dose of taxation and a sharp 
reduction in the nation’s reconstruction program, if 
the measures already introduced should prove insuf- 
ficient. No price ceilings or controls are deemed 
necessary. The panic buying by the public came to 
a halt in September, and prices, as will be seen from 
the accompanying table, increased 10 per cent dur- 
ing the three months following the outbreak of the 
Korean war. 

As a prominent steel producer, Belgium-Luxem- 
burg is expected to play an important role in the 
European rearmament program. But production 
costs are high, largely because of inefficient produc- 
tion methods. The modernization of steel mills is 
one of the “musts” for attention before long. 

The anti-inflationary measures adopted in the 
Netherlands follow roughly those of Belgium. The 
discount rate was raised from 214 to 3% and the 
banks were warned against granting any credits 
that might be conducive to speculation and to hoard- 
ing of commodities. To control bank credit expan- 
sion, each bank was given a “liquidity” ratio to 
maintain. 

In Sweden, the measures hitherto applied,—price 
and import controls, limitation of dividends, and 
wage freezing—are expected to be replaced by more 
orthodox counter-inflationary methods—in a sense 
reflecting the weakening hold of the socialists in the 
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Government. For the first time, a system of legal cash 
reserve requirements has been imposed on commer- 
cial banks. A moderate rise in interest rates is 
expected. 

In Norway, the Socialist Government of Mr. Ger- 
hardsen announced the postponement of nationaliza- 
tion plans. Government expenditures for long-range 
investments are to be cut 10 per cent this year, and 
5 per cent next year. Private investments must be 
cut correspondingly, except where outstanding con- 
tracts, as in the case of shipping, make this im- 
practical. A 10 per cent cut in the imports of con- 
sumer goods is also planned. 


Great Britain’s Reluctance 


Great Britain has thus far done surprisingly little 
to protect herself from the inflationary effects of an 
accelerated rearmament program. The main reason 
may be found in the Labor Government not having 
enough “gumption” to tell the electorate, considering 
that another election may not be far off, that the 
necessary funds will have to come from a cut in 
social welfare services and such popular programs 
as housing. 

There will unquestionably be some trimming of 
new investments, both public and private, but the 
Labor Government is strangely confident that when 
the defense program really gets going sometime 
next Spring, it can be met out of increased produc- 
tivity. Sir Robert Sinclair, President of the Federa- 
tion of British Industries, questioned recently 
whether anything like that would be possible, and 
accused the Government of “putting the head in 
the sand”. 

The steps so far taken include the tightening of 
controls over bank credit and private housing. The 
prospect that the Britishers will be able to buy new 
cars is dimmer than ever before. According to the 
Chancellor of the Exchequer, Mr. Gaitskell, the Gov- 
ernment has suspended further measures of decon- 
trol, and may review the price controls that have 
already been relaxed, to see whether it is necessary 
to reimpose them. 

In France, the extent of the counter-inflationary 
measures is still shrouded in fog. Despite the great 
progress made since the war, France’s economy is 
still in a state of convalescence. Only a fraction of 
the homes destroyed during the war have been re- 
placed. Only the regular budget is in near-balance, 
and price stability is only relative and frail. Up to 
now, instead of looking into anti-inflationary meas- 
ures, the French Government, in discussions with 
Washington, has been trying to convince the latter 
that the proposed armament program is all that 
France is able to do. 

In Italy, the proposed increase in armaments is 
less than $100 million and hence should not be par- 
ticularly disturbing. Up to now, the new counter- 
inflationary measures include some tightening of 
bank credit and the curbing of speculation in com- 
modities. 

Of the non-European countries, probably the 
strongest anti-inflationary measures were taken by 
Canada. The freeing of the Canadian dollar from 
a fixed peg to the United States dollar was in a sense 
one of these measures, since it aimed at checking the 
inflationary influx of capital. Another step, though 
without immediate direct effect on the extension of 
bank credit, was the increase in the official redis- 
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The Trend of Prices Abroad Since 
The Outbreak of the Korean War 
June July Aug. Sept. 
1950 1950 1950 1950 

United States 

Wholesale prices 100 104 106 108 

Cost of living re . 100 101 101 102 
Austria 

Wholesale prices 100 110 106 109 
Belgium 

Wholesale prices . 100 104 108 110 

Retail prices . ; . 100 100 102 105 
Denmark 

Wholesale prices (dom. goods) 100 100 103 106 
France 

Wholesale prices 100 104 108 110 

Retail prices of food 100 _ 123 129 
Italy 

Wholesale prices . 100 100 105 _ 
Norway 

Wholesale prices .... 100 101 105 109 

Cost of living 100 101 101 104 
Sweden ; 

Wholesale prices in . 100 100 101 - 

Imported goods 100 103 106 - 
Switzerland 

Wholesale prices 100 102 105 - 
United Kingdom 

Wholesale prices 100 101 103 _ 

Imported goods 100 103 - - 

Cost of living sistaz 100 100 99 - 
Canada 

Wholesale prices 100 101 102 103 

Cost of living : 100 102 103 104 
Mexico 

Wholesale prices ............................ 100 101 108 109 

















rount rate from 114% to 2%. Charge accounts are be- 
ing restricted, and provisions restraining consumer 
credit have been made public. 

Though Canadian defense expenditures have been 
raised substantially, they are still only about one- 
half as large in relation to the Dominion’s national 
income as are those of this country. But Finance 
Minister Abbott has done an excellent job in provid- 
ing for the increased defense expenditures. The per- 
sonal income tax rate has been left unchanged but 
corporate income taxes were raised by 5% to become 
15% on the first $10,000 of profits and 38% on the 
remainder. Excise taxes on liquors, beer, and soft 
drinks were raised, and the 10% tax on passenger 
cars, radios, luggage, furs, and other luxuries was 
increased to 15%. 


Look To a Balanced Budget 


In view of the unprecedented level of business ac- 
tivity, the Government expects the increased reve- 
nues to pay fully for the $244 million addition to the 
defense expenditures. But even the next budget for 
the fiscal year ending March 31, 1952 is to be nearly 
balanced despite the fact that defense expenditures 
may come to at least $1,000 million, compared with 
the original amount of $425 million in the current 
budget. A further increase in taxes is planned, but 
the Dominion is actually the first country able “to 
pay as you go” for accelerated rearming. 

In contrast with Canada, Australia appears to be 
dodging the issue of inflation which stems not so 
much from expanding defense expenditures, as from 
the greatly expanded purchasing power of wool- 
growers, the inflow of capital from overseas, the 
high level of Government investments in public 
works and housing (to take care of the big immigra- 
tion wave), and equally (Please turn to page 201) 
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WESTINGHOUSE 
AIR BRAKE 


“Am BRAKE 


—A Comparative Study 
kkk 
By H. S. COFFIN 


P ostwar profits of manufacturers of air 
brakes have been good on the whole, yet variable. 
Early in the current year it looked as if the down- 
trend that set in in 1949 might continue, but within 
a matter of weeks the outlook brightened surpris- 
ingly, with incoming orders pointing to a year or 
more of high level operations. Accordingly, it is ap- 
propriate to examine the two concerns that together 
control this special field, Westinghouse Air Brake 
Company and New York Air Brake Company. 

While repairs and sales of parts, together with 
diversified activities, stabilize to some extent the 
over-all business of producing air-brakes, total vol- 
ume hinges predominantly on demand from manu- 
facturers of new railroad cars and locomotives, with 
emphasis on freight equipment because of the far 
greater number involved. All during 1949, the num- 
ber of new freight cars on order shrank progressive- 
ly, until early this year the orders still unfilled 
reached a dismal low of around 14,000 cars com- 
pared with 89,000 a year earlier. 

Under the influence of the rearmament program 
and the car rental plan instituted by a few big in- 
surance companies, however, car ordering spurted 
progressively to create backlogs of 40,123 units by 
July, and more recently they reached a new high 
of more than 106,000. Obviously, the outlook for the 
two brake companies has correspondingly improved, 
with a chance that good times may continue for quite 
a while. For several years past, though, sales of 
both units have been swelled by the railroad’s man- 
datory program to replace obsolete “K” type brakes 
on all freight cars with up to date “AB” brakes, a 
process now about 93% completed. 

Since under the defense program, the construction 
and equipping of new freight cars, and the modern- 
ization of all railroad rolling stock as well, are prim- 
ary goals, allocations of raw materials for this pur- 
pose have already been announced. Presently enough 
steel to manufacture about 5000 freight cars monthly 
is to be channeled into the industry, but early in 
1951 the amount will be stepped up to make some 
10,000 cars per month. Hence it seems pretty cer- 
tain that both Westinghouse Air Brake and New 
York Air Brake throughout next year, at least, may 
enjoy a volume comparable to that in the boom years 
of 1947 and 1948. Upon completion of the current 
program to build the nation’s freight car fleet up to 
about 1.85 million units, the two concerns will have 
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Photo by N. Y. Airbrake 


7% more cars on the road than at present to service 
annually with parts. 

As the larger company, Westinghouse Air Brake 
normally captures about 75% of the air brake busi- 
ness, with New York Air Brake accounting for 
around 25%. The two concerns compete heavily for 
new orders, and rather broad arrangements to ex- 
change patent rights tends to accentuate the contest. 
Westinghouse’s original patent on which the busi- 
ness was formed back in 1869 is considered one of 
the most important, and since then has been con- 
tinually supplemented by numerous others covering 
improvements. Research by the engineers of New 
York Air Brake over a 6-year period, however, has 
contributed much to the progress of the two concerns. 


Diversification of Production 


Because of the highly cyclical character of their 
primary line, both of these companies have long 
sought, and are still seeking, to diversify their out- 
put. Let’s examine their present activities from this 
angle, starting with Westinghouse. How impor- 
tantly diversification has tended to expand sales of 
this firm is shown by the fact that although it holds 
a threefold advantage over its competitor in air 
brake sales, its total annual volume is five times that 
of New York Air Brake. 

Diversification is hardly the right term to describe 
the activities of Westinghouse, as despite their 
breadth they are rather well correlated. A wholly- 
owned subsidiary, Union Switch and Signal Com- 
pany was originally founded by George Westing- 
house and merged with the air brake business in 
1917. This division faces competition only from 
General Railway Signal Company, and accounts for 
more than half the large business in the field. 
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In postwar all the railroads have 
been spurred by the Government to 
install improved safety signals, the 
newest of which dispense with the 
line wires whose frequent break- 
age made the operation of auto- 
matic block signals uncertain. Re- 
cent development of electronic 
equipment makes it possible to op- 
erate railway switches and signals 
from a distant control office, and 
detector devices can now bring 
trains to a stop by signal indica- 
tions to reveal broken rails. Busi- 
ness of this kind, and much more 
like it, has substantially swelled the 
revenues of Westinghouse Air 
Brake in recent years and should 
continue to exert a stabilizing in- 
fluence on sales. 

The science of pneumatics that 
has been developed so extensively 
by Westinghouse Air Brake has ex- [| 1939 | 1940 | 1941 
panded the company’s business far : 1. 
beyond the railroad field. Air 173 11 
brakes for street cars, trolley 
coaches and subway trains have 
become standard equipment. This company, jointly 
with Bendix Aviation, has an affiliate that is now 
making strides in providing a wide range of heavy 
automotive vehicles with air brakes. Industrial 
markets that require all kinds of pneumatic control 
equipment for manufacturing processes are also 
being aggressively exploited by Westinghouse. A 
major accomplishment of the company in World War 
II revolutionized the handling of ship movements by 
pneumatic controls that could reverse a ship’s direc- 
tion in a matter of seconds. This method of applying 
brakes to a rapidly revolving shaft has since found 
many applications throughout industry. 

As for the potentials of Westinghouse Air Brake 
Co. to handle military business, it is only necessary 
to scan the company’s activities 
in World War II. During the war 
years, both the main air brake 
plant at Wilmerding, Pa. and the 
Union Switch & Signal facility at 
nearby Swissville, Pa. turned out 
large amounts of munitions, in- 
cluding high explosive shells, 
bombs, aircraft parts and small 
arms, not to mention electronic de- 
vices, all of which was accom- 
plished without any expansion in 
plant. In the circumstances, West- 
inghouse will likely receive some 
sizable military orders. If so, the 
prospective large amount of civ- 
ilian production, together with 
output of munitions, could keep 
the company very busy. 

For more than six decades, New 
York Air Brake Company has 
carved out for itself a strong place 
in the industry it represents. Al- 
most twenty years ago, the com- 
pany realized the expediency of 
broadening the scope of its opera- 
tions, because of long intervals 
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when demand for new air brakes was restricted. In 
1941, accordingly, the company acquired the entire 
common stock of Hydraulic Controls, Inc. which 
owned valuable patents bearing on high pressure 
hydraulic devices. 

Since then, this unit has operated as a major divi- 
sion of the parent and has gradually developed spe- 
cial equipment of importance to the aircraft indus- 
try. The trend towards faster aircraft that operate 
under severe climatic conditions has necessitated con- 
tinued experimental work on hydraulic pumps, but 
while the aeronautical market holds a good deal of 
promise, volume as yet has not reached very signifi- 
cant proportions, although under the defense pro- 
gram it will likely expand. 
NRB 





Price Range 
1929 - 1935 
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In order to further extend its markets beyond the 
railroad and aircraft fields, New York Air Brake 
last year acquired a controlling interest in the Kinney 
Manufacturing Company, whose principal products 
are high vacuum pumps and pumps for the handling 
of viscous liquid. New York Airbrake carries the 
investment in this established pump manufacturer 
at approximately $1.1 million on its books. In 1949, 
volume of Kinney Manufacturing Company was re- 
ported as $1.6 million, on which a net income of 
$82,840 was earned. Some time may elapse before 
earnings of New York Air Brake reflect greater 
benefits from the investment in this new subsidiary, 
but the management is confident of good results 
within a reasonable period. An investment of more 
than $1.3 million in Beebee Island Corporation, a 
hydro-electric company adjacent to New York Air 
Brake’s main plant at Watertown, N. Y., has un- 
doubtedly reduced the brake company’s power costs ; 
the amount of current received exceeds all require- 


ments, leaving a surplus for sale to outsiders, 

On the appended table we present statistical data 
pertinent to the 1949 operations of Westinghouse 
Air Brake and New York Air Brake, with further 
information as to operations in the first nine months 
of 1950. The tabulation also shows data relating to 
balance sheet items as of December 31, 1949, to- 
gether with statistics bearing on share prices, yields 
and price-earnings ratios. 

It is interesting to note the simple capital struc- 
ture of both companies, consisting of only common 
stock. The amount of common shares outstanding in 
relation to assets and earnings, though, varies con- 
siderably and thus must be appreciated at the start 
in studying statistical evidence. 

Westinghouse Air Brake Company has outstand- 
ing approximately 3.17 million shares against only 
259,120 shares of New York Air Brake Company, 
in both instances represented by no par value stock. 
The book value of $22.89 per share for Westinghouse 
shares compares with $46.36 for New 
York Air Brake, although actually the 








Comparative Statistical Summary 


latter concern has less than a fourth 
the assets of its competitor. 
Unlike many vigorous and well 








INTERIM REPORTS: For Period of 


Net Sales (000 omitted) .o........0...cccccccceeeeeseeeeeees $ 11,159 
Parmnein MPN BID oS ov ssssci Ss panasvacccbecansstusunvckgatonns 15.4% 
Net Income (000 omitted) ................0.0ccceeeeee $ 956 
PUD NIP IIRS BIR 0.5 csc svavnissascacdusesaxdacnctesencise 8.6% 
RE TIN cos 5 hoagie actin esd pciaxsknccecslocaonia see $ 3.69 
BALANCE SHEET (000 omitted): As of 12/31/49 
ee RIN EINE os sisssicscenscnceaccascstntacoscenseceeeeses $ 3,857 
Cash and Securities as % of Current Assets...... 50.2% 
[INS “a. atreaisrudcsranan ats $ 2,281 
Inventories as % of Current Assets .................... 20.9% 
eae me ea $ 7,680 
Mestad Cearvent WER OS: ......055...0niiccsesesccossscccenesee $ 1,426 
PUN NRCS MSOUBNI 55 5c ceddcsencesbssctvsanesuveceseesee $ 6,254 
IE IID ivi cats ssniscusianennsivuvescnauaseseuaeenieia 5.4 
anes NN CUIOD 5c 85 5 ik oss cooks es ovenncsaeney $ 9,000 
Depreciation Reserve ..................:....cccsssessssesseesees $ 5,794 
ee a OER ee $ 3,206 
Reserve for Contingencies .............cccccecseeteeteeteee 0 taeenees 
RR MERION 8 oD cute ccc decri svat Sahat eedecs $ 18,941 
DV SD SUT IMAI hs iss becicdscscasecicraccathaxessecousce $ 46.36 
Net Current Assets per share ............cscsssseseeeeeee $ 24.13 
Recent Price of Common Stock ...............c:0:08 ; 36% 
Dividend Yield (on estimated 1950 div.).............. 5.4% 
Price-Earnings Ratio (to estimated 1950 Earnings) 6.6 


9 mos. ended 9/30/50 9 mos. ended 9/30/50 


New York Westinghouse managed enterprises in postwar, 

Air Brake Air Brake neither Westinghouse Air Brake nor 
CAPITALIZATION: AS OF 12/31/49 12/31/49 New York Air Brake has found it 
Capital Stock (number of shares) 259,120 3,172,110 necessary to expand their productive 
INCOME ACCOUNT: For year ended 12/31/49 12/31/49 facilities on any significant scale. This 
Net Sales (000 omitted) ccc $ 15,581 $ 76,056 because for many years past, their 
Net Soles Per Share ......ccsssccscccsssssssssussnin $ 60.13 $ 24.00 plant capacity has been geared to 
Earnings from Operations (000 omitted) .......... $ 2,011 $ 14,026 maximum requirements, permitting 
RMURTIS MRIMONIN 6 co 05 ose cspusnsonestvessbacsssczbapspness 12.9% 18.4% flexible operations in leaner periods. 
Net Income (000 omitted) ......ccccecccsecceuee $1,271 $ 9,968 Such improvements as have been es- 
Net Profit Margin. ...cccccccenn been 8.1% 13.1% sential to effect modernization, and 
ESET AT $ 4.91 $ 3.14 the replacement of worn-out equip- 
EARNINGS & DIVIDEND RECORD (per share) ment have been easily financed 
10 Year Earnings Average ....cc.cccccccscessseesseeem $ 4.36 $ 2.48 through depreciation reserves. Hence 
I ee a ore ce, $ 2.00 $ 2.00 the $9.37 million net property ac- 
1950 (Estimated) Net Per Share 0.00.0... $ 5.50 $ 3.20 count of Westinghouse Air Brake at 
1950 (Estimated) Dividend ...........cccccsssseeessen $ 2.001 $ 2.50 the end of 1949 compared with $9.14 
10 Year Average Dividend 1940-49 ooo... $ 2.55 $ 1.82 million ten years ago, while the same 


comparison of New York Air Brake 
iv shows as $3.2 million against $3.4 
aioe million. These apparently static fig- 


$ 6.514 ures, though, do not reveal the true 
ee extent to which operating economies 
$ 2.05 have been effected by constant mod- 
12/31/49 ernization. 
$ 50,235 
69.2% Strong Financial Position 
$ 16,286 
— — An exceptionally strong financial 
s wi position has been maintained by both 
$ a, companies, progressively fortified by 
y a. the annual retention of a moderate 
$ 22 wan portion of net earnings. Net working 
$ waaine capital of New York Air Brake, 
$ one shown as $6,2 million at end of 1949, 
$ ae compared with $2.7 million ten years 
oe earlier, while in the 1940-49 period 
$ ee 7 the working capital of Westinghouse 
$ 2: “ Air Brake rose from $31.9 million to 
32% $58.1 million. At the end of last year, 
“on current assets of Westinghouse Air 
““ Brake exceeded current liabilities by 





1 Total declared to-date. 
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a margin of 5 to 1, while the current 
ratio of New York Air Brake was 5.4, 
in both (Please turn to page 195) 
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a. ‘eh | iii! 
By STANLEY DEVLIN 


1]. one in his right mind would contend that wars 
bless mankind. Yet history shows that science has 
made its greatest strides in discovering and perfect- 
ing so-called wonder drugs in periods of inter- 
national conflict. In a measure, therefore, compensa- 
tion is provided for the vast human and economic 
losses sustained when nation rises against nation. 

Progress in developing new remedies for numer- 
ous human ills accounts also for the rapid growth ex- 
perienced by the drug industry in recent years. 
Success on the battlefield and in army hospitals has 
led to wide adoption of new drugs in civilian channels 
and has encouraged home consumption to a far 
greater extent than could possibly have been the case, 
had not a war intervened to introduce to millions in 
the armed forces. Spectacular achievements in the 
field of anti-biotics—notably penicillin and strepto- 
mycin—may be attributed chiefly to war experiences. 

In surveying prospects for the drug industry, 
therefore, it must be recognized that stocks of well 
managed producers of ethical and proprietary prod- 
ucts have appeal primarily for growth potentialities 
and stability of sales based on widespread usage. 
Prospects for continued gains are favored not only 
by development of new remedies but by steadily ris- 
ing standards of health and hygiene. Whereas house- 
holds in past generations depended almost exclusively 
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Another Look At....... 
THE DRUG INDUSTRY 


on home remedies—herbs, sulphur 
and molasses, etc.—nowadays pro- 
prietary medicines and ethicals 
available over the counter at the 
corner drug store have replaced 
home made supplies. Hygiene has 
been taught for years in public 
schools and thereby has stimu- 
lated use of medicine in the home. 

Chief factor in spurring con- 
sumption of drugs in the last de- 
cade, however, has come from 
widespread adoption of hospitali- 
zation plans in industry as well as 
in offices and among co-operative 
groups. Experience shows that a 
relatively high proportion of per- 
sons covered by such protection 
make use of it. Moreover, because 
much of the expense of hospitali- 
zation is borne by operators of the 
plan, patients are prone to author- 
ize lavish use of blood plasma, 
anti-biotics, serums, etc., that or- 
dinarily might have been relied 
upon only in emergencies before 
hospitalization plans came into 
vogue. In other words, expendi- 
tures for medicines have increased 
substantially in connection with 
health programs now being ag- 
gressively promoted by union 
leaders as well as by the medical 
fraternity. 

A few figures may serve to illustrate what has 
been taking place in medicine in the last ten or 
twenty years. Government records show that the 
value of drug products has grown from $386.6 mil- 
lion in 1929 to $1,198.6 million in 1947 even with 
fewer establishments contributing to output. In the 
case of ethicals, production in 1929 was valued at 
$170 million and by 1947 this total had more than 
tripled at $545 million. Output last year is estimated 
to have been valued at about $714 million. In this 
group most rapid growth has occurred in antibiotics 
which in 1942 had a value of only about $1 million 
and by last year had jumped to $160 million. Vita- 
mins rose from about $14 million in 1935 to $150 
million last year. Increases in barbiturates, biologi- 
cals, botanicals and endocrines were about average 
in reflecting growth in population and rising health 
standards. 


Sharp Sales Spurt Cutting Costs 


Consumption of anti-biotics and sulfonamides has 
been spurred by sharp reduction in costs. Penicillin 
prices have declined sensationally since its introduc- 
tion in 1943 at $20 for 100,000 units. The product 
was available on the market as low as 414 cents for 
the same unit volume a year ago and for a short time 


177 








early this year prices were again lowered. Since the 
Korean invasion quotations have been raised. Simi- 
larly, streptomycin prices tumbled from $25 or $30 
in 1945 to 48 cents last year. This trend is cited by 
the drug industry as the best example of progress in 
making modern remedies available to the masses. 

In this connection, it is interesting to recall a re- 
mark by the former editor of the Journal of the 
American Medical Association, Dr. Fishbein, who 
stressed the fact that one major discovery every 25 
years was regarded a generation or two ago as real 
progress. But now the medical fraternity has come 
to expect a discovery every six months or so as a 
natural thing. This authority went on to express the 
view that within a comparatively few years, with 
wider adoption of health care and greater research 
productivity, the drug industry could become one of 
the leaders in dollar volume. 


Recent Demand Trend 


Reflecting high level of consumer purchasing 
power, as well as increased military requirements in 
recent months, demand for drugs has registered im- 
provement this year over 1949 and indications point 
to record sales for 1950. On basis of results reported 
by drug retailers, which include considerable non- 
medicinal products, sales this year may surpass the 
$3.7 billion of 1948. Growth in ethicals still is strong 
and may range 5 to 10 per cent ahead of last year. 
All indications point to still higher totals for 1951. 

Increase in volume, together with moderate reduc- 
tion in raw material costs in the first half of the year, 
contributed to improvement in earnings. Although 
gains were reduced to some extent in the third quar- 
ter by adjustments for higher tax rates, almost all 
leading drug concerns registered progress for the 


first nine months and indications point to continuance 
of this trend for the remainder of the year. The pros- 
pect of further tax increases suggests that profit 
margins in 1951 may be less satisfactory than this 
year. Relevant earnings, dividend and other financial 
statistics are presented in an accompanying tabula- 
tion for comparison of principal representatives of 
the industry. 


Cost Trends 


Costs of chemicals and other essential materials 
advanced in the third quarter, but ordinarily effects 
of such a change would not be felt for some time and 
may be offset to some extent by price mark-ups. 
Generally speaking, however, prices for proprietary 
drugs are established and maintained over long 
periods. Manufacturers follow a practice of absorb- 
ing increased manufacturing costs unless their 
margins are seriously impaired. In general, margins 
on proprietary products are rather wide, since adver- 
tising promotion costs are substantial. 

Although high national income tends to encourage 
good demand for drugs, consumption in recent years 
has not been greatly affected by sharp increases in 
purchasing power. On the contrary, rising health 
standards accounting for increased sales contribute a 
growth factor that appears more firmly established 
from year to year. Indications are that consumption 
of medicines, especially proprietary products widely 
promoted by advertising, would not be seriously cur- 
tailed by a moderate recession in business. 

Another factor tending to promote growth of the 
drug industry is the agitation for socialized medicine. 
Although this development has been retarded in the 
last year or so, proponents of the idea may be ex- 
pected to continue their efforts in behalf of legislation 


required to put the program into operation. Appar- 






































Statistical Data on Selected Drug Companies 
1949 1950 Div. Indicated _ Div. Recent Price Range 
Net Per 9 months 1949 Div. Yield* Price 1950 
Sales Share Sales Net Per 1950 

($ million) ($ million) Share High Low 
PNT RAIS os 5s 5s siscsns os cnnscciccec stasis inesibtes $ 67.5 $2.68 $ 35.11 $1.39! $1.80 $1.85 4.3% 43% 5442-40% 

American Home Products ..............:c:cccsceseeeseeeeees 147.9 2.77 2.37 1.70 2.00 5.7 31% 34%4-27 
RE NE ois oeisccs casentinpncsscocesbescepnsssboeaaseinnes 42.7 1.78 24,51 1,21! 1.60 1.60 5.8 27% 29%-23% 
ARSONE MUNA 55555. sbavs bias sscsbcotseastingocovestoussios 21.1 2.29 18.4 2.35 1.50 1.50 6.6 22% 25-19% 

EL) en Eee Re Ree Cnr ee ee 16.32 1.262 - 1.063 375 .625 49 12% 13%- 9 
PARSON: Oe RING ied cnsskcrensiiarteudanetcicees 367.57 4.852 105.33 1.163 2.65 2.65 6.8 38% 42%-33'2 
RN MR RS ons Sol men antares 73.5 2.87 40.31 1.971 1.80 1.80 3.3 54% 63 -39% 
PRP) UNRPMNNIIN Faia ccs ssiiss os odacuasseckeebcsbasedesies 12.2 1.59 9.8 1.20 90 90 5.4 16% 17%-12% 
WUceIR PRUNE RS IOS) as cn5 Seki ciSsssssikbvasctbansntsssebendices 86.7 2.54 76.0 277 1.40 1.60 4.1 3856 46%-345 
Pfizer (Chas.) & Co. oo... Rihiscearabsitassets 47.5 5.18 41.7 4.49 2.75 273 4.0 67% 75%-51% 

Rexall Drug ............ 156.3 d.36 69.5! d.14! _ - - 6% 7% 5 

Ra MeO 555855 decks eens needs ASeosdes 38.9 3.96 31.6 3.53 * 1.20 1.70 4.2 40 45%-33 
I OID i fosss.cs ne svnicensssecsssestsessnunsesenstnssnenense 87.52 4.462 - 1.068 1.25 1.50 4.1 36% 40 -29% 

RE ID oc sans sunscuusceasancusbopaehovaesareonaaeseeeee 133.0 3.29 103.4 2.84 225 2:25 6.1 36% 39%-34 
WRK ShNRCN hes ac ulces... dysatteaiee 42.0 2.79 42.62 3.332 1.20 1.20 44 27% 28%-20% 
RINE NO ics sisccessusivasvnesseencdansbsnnssevensensbes 4.5 42 _ 26 20 .25 5.6 4% 6%- 3% 

d—Deficit. 2_Year ended June 30, 1950. 
1_6 months ended June 30, 1950. 3—Quarter ended September 30, 1950. 
*—Based on indicated 1950 dividend. 
limes a coed 
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ently such a development would 
spur use of ethical drugs pre- 
scribed by physicians. This trend 
has been evident in England, § 200 
where the plan has been in opera- 
tion for more than two years. 

- Industry representatives who fj (80 
have studied the British scheme 
are convinced that similar trends 
would develop in this country if a 
national program were adopted. 
They believe that demand for ethi- } jyo 
cal drugs would be stimulated by 
greater reliance on physicians’ 
prescriptions and that perhaps f t2o 
sales of proprietary medicines 
would be retarded for a time. 
Records kept by market research- 100 
ers indicated that prescription 


1690 





1949 





DRUG GROUP VS. 325 COMBINED STOCKS 








business increased 250 per cent in 
Great Britain in the first six ; 
months of 1949 over the corresponding period of 
1948 prior to time socialized medicine was adopted 
in July, 1948. From a level of 7 per cent of sales of 
typical drug stores, prescriptions increased in the 
first year to 25 per cent, while sales of patent medi- 
cines, cold remedies, etc., tended to decline mode- 
rately. 

Principal producers of ethical drugs include 
Abbott Laboratories, Merck & Company, Parke, 
Davis & Company, Sharp & Dohme and Squibb Com- 
pany. Leaders in the proprietary group are Bristol- 
Myers, Lambert, Norwich Pharmacal, Sterling Drug, 
Vick Chemical and Zonite. Others in a miscellaneous 
category are American Home Products and McKes- 
son & Robbins. 

Abbott generally is regarded as the third principal 
factor in ethicals with a broad line of standard 
remedies. In addition to anti-biotics, the company 
produces germicides and arsenicals. Although sales 
in the first half improved slightly, net profit was 
handicapped by adverse trends-in overseas business 
—-which has been important in recent years—and dis- 
appointing results with penicillin. Results in the 
second half show promise of improvement and earn- 
ings for the year may not be mueh below the $2.68 a 
share of 1949. 


American Home Products 


American Home Products appears to have bene- 
fited from increased food sales as well as wider 
margins on proprietary products. Earnings are esti- 
mated to have improved sufficiently to suggest that 
net results may exceed $3 a share for the year, com- 
pared with $2.77 for 1949. This favorable showing 
may have influenced directors in increasing the year- 
end extra to bring 1950 payments to $2 a share, 
against $1.70 for 1949. 

Bristol-Myers is one of the leading factors in pro- 
prietaries with such items as tooth paste, hair tonic, 
shaving brushes and Sal Hepatica. Ethicals, chiefly 
penicillin, may contribute 15 to 20 per cent of volume, 
Better control over costs and an encouraging re- 
covery in sales in the first half lifted earnings to 
$1.21 a share from 97 cents in the corresponding 
period last year. 

Sharp improvement in earnings has been experi- 
enced by Lambert as a result of lower costs and a 
recovery in some lines which had been depressed a 
year ago. Sales of men’s toiletries, for example, ap- 
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pear to have picked up again. Earnings for the first 
nine months this year increased to $2.35 a share, or 
slightly more than for all of last year. Profits in the 
third quarter were running at an indicated rate of 
more than $4 a share annually, suggesting that full 
year’s results might reach $3 a share or more. 


Merck & Co. 


Merck’s improvement this year is attributed in 
part to gain in cortisone for which urgent demand is 
reported in treatment of arthritis. Biotics apparently 
account for about 25 per cent of sales, vitamins al- 
most as much and about two-thirds of shipments go 
directly to pharmaceutical manufacturers, food proc- 
essors and industrial users. Earnings are expected to 
range well ahead of $2.87 a share reported for 1949. 

Norwich Pharmacal has been shifting emphasis 
from proprietary items, in which it is well estab- 
lished, to ethicals developed by the Eaton Labora- 
tories division. Progress is encouraging, suggesting 
that new products such as furacin may be expected 
to contribute importantly to earnings in coming 
years. Net profit is expected to compare favorably 
with $1.59 a share of 1949 and management is ex- 
pected to pursue liberal dividend policy. 

Parke, Davis & Company has made rapid progress 
this year in marketing chloromycetin, a new anti- 
biotic of which much is expected in the treatment of 
rheumatic fever. Wider margins have been obtained 
by new marketing policies. Earnings are expected to 
rang from $3.60 to $3.75 a share, compared with 
$2.54 for 1949, and this progress may warrant fur- 
ther dividend generosity. 

Sharp & Dohme has continued to strengthen its 
competitive position in ethicals this year and, with 
progress in manufacturing operations, may lift net 
profit to well above $4 a share for the year. This 
would compare with $3.96 for 1949 and would en- 
courage hope of a higher dividend despite the need 
for funds with which to finance plant expansion. 

E. R. Squibb has made outstanding progress in de- 
velopment of anti-biotics and sulfonamides in recent 
years. Production has expanded and sales have in- 
creased despite price reductions on penicillin and 
streptomycin. Net profit for the fiscal year ended 
June 30, rose to $4.46 a share from $3.93 in 1949. 
Despite a conservative dividend policy, more liberal 
payments would appear a reasonable hope. 

While good earnings (Please turn to page 200) 
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wi implications of the rearmament program 
appear to have strengthened the potentials of the 
distilling industry for making satisfactory progress. 
Prior to July, the leading concerns in this group had 
found conditions rather to their liking, and pres- 
ently their outlook has brightened considerably. Dis- 
tillery shares, in consequence, have kept well abreast 
of the general advance in the stock market. 

Sales of the well-known liquor brands rose sharply 
during the past four months, as memories of a scarce 
supply during World War II stimulated purchases by 
distributors and consumers alike. Coming at a time 
when consumption of liquor was tending to mount 
under the influence of rising national income, the 
added pressure of scare buying has been quite signifi- 
cant. Factors are now forming that suggest firm 
prices and high level sales throughout the industry 
in the foreseeable future, in turn pointing to well 
maintained or improved earning power. 

Contrary to circumstances at the start of the last 
war, distillers presently have record stocks of 
whiskey with which to meet normal demand for 
several years. All through postwar the supply placed 
in warehouses for aging has progessively risen until 
by last July, total stocks was estimated at more than 
650 million gallons, an all time high. Included there- 
in is sufficient four-year old whiskey to more than 
meet current demand requirements, either for 
straight whiskeys or blends, with enough reaching 
maturity in future months or years to preclude any 
serious shortages, without allowing for new pro- 


A Re-Appraisal of the 
DISTILLING 





By GEORGE W. MATHIS 


duction in the future. 


Since about 75% of 
present whiskey stocks are 
held by the larger con- 
- cerns, this places them in 

/ a particularly favorable 
inventory position. An- 
other point is that no price 
wars such as periodically 
occurred in former years 
are likely to recur in the 
foreseeable future. Cur- 
rent supply-demand fac- 
tors have stabilized prices, 
and they are more likely 
to rise than recede next 
year. Because a number of 
prominent distillers have 
had to borrow heavily to 
. finance their record inven- 
_ tory accumulations, the 

prospect of firm prices 

lends assurance against 
_ any trouble that might 
- arise in liquidating stocks 
to repay term debts. In 
| this respect the distillers 
are now quite favorably 
situated. 

Another encouraging 
factor is the low wage 
ratio characteristic of this 
industry, especially in this 
period of progressively 

/ mounting pay rates. This 
“should prevent undue pres- 

sure on profit margins on 

that score. As an offset, 

though, tight pricing poli- 
cies of the Government in acquiring large quantities 
of industrial alcohol from the liquor industry may 
narrow margins on this class of business, as well as 
restrict to some extent the amount of neutral spirits 
available for production of whiskey blends, or for 
aging. 


Government Alcohol Needs 


Due to the reactivation of all the standby syn- 
thetic rubber plants owned by the Government, these 
facilities will likely require from 135 million to 150 
million gallons of industrial alcohol by the end of 
1951. Beverage distillers already have offered to 
supply 10 million gallons of this material for the 
purpose, with delivery set for November and Decem- 
ber, although prices still remain to be established. 
58 distillers have been asked to submit offers, and 
it is thought that the RFC may have to pay 80 cents 
a gallon or more, depending on the kind of grain 
used. Since the RFC has contracted to buy an addi- 
tional 113 million gallons from French sources with 
a top of price of 48.5 cents a gallon, not including 
transportation costs, for delivery next year, the im- 
mediate needs of the Government seem fairly well 
satisfied, although by the end of next year, perhaps 
20 million more gallons will have to be purchased 
domestically. 

To illustrate the significance of the 10 million gal- 
lons now sought in relation to recent production by 
the distilling industry, delivery of 4 million gailons 
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of alcohol in November would equal 
20% of August output and 6 million 
gallons to be shipped in December 
would equal 30% of August produc- 
tion. Because several distillers have 
not been operating at capacity, it is 
thought that supplies of beverage al- 900 
cohol may not be seriously curtailed 
by production for the RFC. What 
some managements are anxious about, B00 
however, is a chance that stockpiling 
of industrial alcohol may be substan- 
tially expanded early in 1951, in 7100 
which case the distillers would be 
called on to devote a much larger 
share of their capacity to fill Govern- 600 


ment orders. On the other hand, any 150 
restriction in whiskey production 
would tend to firm prices for the rec- 140 
ord stocks of aged whiskey now held 
by the industry, hence earning power 120 
might remain quite stable. With any 


tightening of supply, moreover, the 100 
promotional expenses of the leading 
firms would tend to shrink. 
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During the first half of 1950, aver- : 
age net income of the distillers rose about 8%, and 
since then further gains have undoubtedly been 
made. The showings for the first six months did not 
take into account the retroactive higher tax rates 
now in effect. If excess profit taxes are imposed, the 
industry has a relatively sheltered position because 
of high average earnings in the 1947-49 period. Some 
pressure has been exerted on Washington to increase 
the already high excise taxes on liquors, but it re- 
mains to be seen if such a step will be undertaken; 
larger than anticipated income tax receipts may 
modify this urge to penalize liquor consumers more 
drastically. 

Distillers Corporation-Seagrams, Ltd., the world’s 
largest concern of its kind, experienced a 6.7% de- 
cline in sales during its fiscal year ended July 31, 
1950, compared with the year before, but the im- 
provement attained in the final quarter prevented a 
slightly greater downtrend. Despite this lower vol- 
ume, however, the company’s net earnings rose by 


share was reported as $4.77 versus $3.96 in fiscal 
1949, 

Accounting for improved margins has been, for 
one thing, the company’s progressive ability to draw 
on large stocks of matured whiskey for blending 
purposes, rather than to purchase, at high prices, 
aged whiskey from outsiders. Aside from this, the 
management has effected many operating economies, 
and is reaping the fruits of extensive promotional 
outlays in the past few years. 

How substantially Distillers-Seagram has built up 
inventories that are constantly increasing in value, 
is indicated by holdings of $217.2 million on July 31, 
1950, compared with $65.1 million in 1943. This 
Canadian company has a daily capacity of about 
290,000 gallons from 16 plants located in the United 
States and others in Canada, while of its well estab- 
lished brands, such as “Calvert”, “Four Roses” and 
“Carstairs”, about 90% is marketed in the U. S. 
Distillers-Seagrams has probably started the current 

















21%. On sales of $677.9 million, net income per fiscal year in very (Please turn to page 199) 
Statistical Summary of Leading Distillers 
Net Net Inventories Interim 1950 Div. Indicated Div. Recent Price Range 
Sales PerShare’ end of 1949 1950 = Yield* Price 1950 
fiscal Sales Net Per Dividend 
1949 1949 1949 Share 
($ million) ——($ million)—— 
rmmnmvicceri’ DESRGNERGS susieisn3 s.dcetcveccsesceaessecgescarsces $ 17.3 $3.45 $ 11.6 $ — $2.648 $2.00 $2.00 44% 44% 49%-32% 
Brown-Formait Distillers: ..............cccccceessecosesscasesee 42.5 5.69 22.3 — = -80 .80 4.5 17% 18%-11 
Distillers Corp.—Seagrams ............:cccccseseeeseeee 726.9 3.96 217.21 677.94 4.773 1.05 1.20 49 24% 267%-17 
National Distillers .........0.0...0.... PEA 362.4 3.03 124.5 ~~ 2.02° 2.00 2.00 8.2 243 267%-20'2 
Pees RoE AIT ERUSEI AOS scan cade ac aanaxsckshotouna semis 110.5 .34 72.6 61.76 446 2 2 = 21% 244-13% 
RCOMIBY  INCUSTEIOS! «155.425 0scscces-csssceascssavessnesecenose 461.8 5.38 191.9 — 8.477 1.60 1.80 5.3 34 3514-28% 
Walker-Gooderham & Worts ..............ccccccceeeeeees 294.1 8.19 84.8 242.51 6.981 2.10 3.55 7.4 472 52 -31 
*—Based on indicated 1950 dividends. 3_9 months ended June 30, 1950. 6_6 months ended June 30, 1950. 
1_9 months ended May 31, 1950. 4_Year ended July 31, 1950. 7—Year ended August 31, 1950. 
25% in stock. 5—9 months ended Sept. 30, 1950. 
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The Latest 





SPLITS 


By RICHARD COLSTON 


pe | hat several times as many corporations 
as in 1949 thus far in the current year have split 
or proposed to subdivide their shares is hardly a 
surprise. The climate for such a procedure has been 
decidedly favorable from a good many angles, some 
of which have gained increased weight in recent 
years. 

Because so many high priced shares have been 
split, sometimes more than once in postwar, there 
are few situations remaining where a price above 
100 is a prime motivation. The timing of a stock 
split, rather than a really high quotation, has be- 
come an important factor; and the generally strong 
stock market this year has encouraged a marked 
wave of capital readjustments while the going has 
been good. Incidentally, some market observers feel 
that the recent wave of split-ups may foreshadow 
the approach of less favorable market conditions, as 
has sometimes happened before. my 

Be that as it may, 1950 has been a favorable period 
for share prices—after a split—to settle down at 
levels relatively attractive to new investors. If only 
for psychological reasons, a sound equity obtainable 
at, say, 25 rather than 50, carries more appeal. The 
base appreciation potential seems more promising, 
the greater number of shares that can be purchased 
with the same amount of funds is influential, and the 
ability to buy in 100 share lots is an added attraction. 

To judge from a substantial but not complete 
list of stock splits completed in the current year, an 
average recent quotation of about 32 indicates that 
the shares are well within the range of most in- 
vestors and yet cannot be classed among what are 
commonly considered low-priced equities, thanks to 
the general tone of the market. 

Not the least doubt exists that any sound com- 


pany can greatly expand its list of stockholders by 
lowering the price of its shares automatically 
through the medium of a stock split that in no way 
detracts from their basic merits. Experience in the 
past few years has shown that almost regardless of 
the number of shares outstanding prior to a split-up, 
many prominent concerns have added from 30% to 
300% to the number of their stockholders within a 
surprisingly brief time. With some of the big con- 
cerns, the numerical gain has run into tens of 
thousands. 

Looking ahead, some managements anticipate a 
period when it may be desirable to raise substantial 
amounts of new capital from their stockholders, in 
which event the larger the list, the better. In these 
times marked with a trend towards more and more 
Government controls, an advantage is also seen in 
having an increasing number of politically minded 
stockholders. Some concerns have gone to great 
length to encourage financial participation in the 
business by their employees, besides hoping to dim- 
inish criticisms from labor over high dividend rates 
prevailing on shares prior to a split or likely to rise. 
Additionally, an increased number of stockholders in 
a given company stimulates buying and selling, thus 
tending to broaden the market and to stabilize share 
prices, factors that could assume importance if siz- 
able holdings in an estate had to be liquidated 
eventually. 


The Earnings Factor 


Probably the most important influence towards 
recent stock splits, though, has been the large 
amount of earnings retained by many companies in 
postwar. By usual accounting methods, these vast 
sums have swelled surplus to a point greatly dispro- 
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portionate to the number of ‘ . ; : 
common shraes outstanding. Price Trends of Shares Split So Far in 1950 
In these cases, an expan- Percent Chisuns 
sion in the capital structure Effective Basis Pre-Split Price Range from Pre-Split 
has been entirely logical. In Date of Price 1950 Recent Price to Recent 
the current year when of Split Split Adjusted High — Low Price Price 
record earnings have been Allied Chemical & Dye 9- 5 4-1 57% 60% — 53% 54% — 6.0% 
poieves ty 50 many COn- Fe de 73121 40n 82M 2B aH A 

DWANsIS APA volcan piigin 08 - - /. _- /2 +r 4. 
cerns, a favorable base has |i gover peller Beasin c o : 

2 9 8-14 2-1 24% 25% — 22% 25% + 3.0 
been established by stock |} community Public Service 5-13 3-1 15% 18 —11% 112% —156 { 
splits on which to start pro- || Consolidated Gas of Baltimore... 4-11 3-1 26 27% — 23% 24 — 746 

° ° “le E . =e a 7 y ee We ) a i 
gressively improved divi- — Radio —— - r+ 18% — * 12% 17% = 5 
dends if company growth is eneral Fireproofing .... 6- 1 2-1 23 24% 172 21 8.7 

. : é : RN MN ones essed cévbaceacices 10- 2 2-1 497% 54% — 487% 50 
well maintained in future Libby Owens Ford Glass 8-28 2-1 38% 39% — 34 34% —11.0 
years. Mathieson Chemical ........................ 7-27 2-1 24% 28% — 242 28 +19.8 

PS Minneapolis-Honeywell 4-3 2-1 35% 42% — 31 38 + 63 

In studying the market ||Notional Steel _... a. 331 «3-1 | 35% 49% — 35% 42— HsC(‘«é«~a OT 
action of shares split in the New York State Elec. & Gas........... 3-29 2-1 28% 28% — 215 23% —18.7 
current year, it seems clear OM TTtOe COGN ooo asics noscesecenweenens 6- 3 2-1 22 25 — 19% 20 — 9.1 
that rah speculative Saiene Procter & Gamble... 3-22 1%-1 56 69% — 56 68% 421.6 

F Public Service of Colorado 5-23 2-1 28% 28% — 21% 25% — OF 
that frequently has been || schenley industries ... 8-23 5-4 31% 35% — 28% 34 +79 
stimulated by such a step, Scott Paper ......... 7-28 2-11 39% 45 — 38% 40 +12 
has lost some of its £ ¢ Sheller Mfg. 6-16 2-1 14% 14% — 11 12% — 89 

: —s Skelly Oil 5-19 2-1 59 70% — 52% 62% + 65 
We append two tables list 
. pp ables 18 a United Carr Fastener 4-3 2-1 26 29 — 20 2812 +11.5 
ing 24 selected companies Wheeling Steel ; 5-16 2-1 28% 39% — 25% 29% + 26 
that have completed stock- Youngstown Sheet & Tube 10-14 2-1 51% 53% — 48% 48% — 49 
splits in the current year, 1_100% Stock Dividend. 

















and 16 others awaiting ap- 





proval from shareholders. 

At this writing, when bad news from Korea has 
already begun to depress the general market, every 
one of the 40 equities on our tables is selling below 
its 1950 high, and a number has declined at a faster 
rate than our Index of 325 combined stocks. In com- 
parison with their prices prevailing immediately 
prior to announcement of the split, exactly half of 
those now effective are selling higher and the other 
half lower, with wide variations in the percentage 
gains and losses. The range is from plus 30.7% in the 
case of National Steel to minus 18.7% for New York 
State Electric & Gas Co. 

It is also interesting to note that either prior to 
or following announcement of the stock splits listed 
by us (completed or impending), 32 of the 40 com- 
panies showed increased dividend liberality during 
1950 to date. While the general trend of industrial 
companies to pay increased 


advantages stemming therefrom, we will discuss a 
few situations that may throw some light on the mat- 
ter. National Steel Corporation at the start of 1950 
had outstanding approximately 2.45 million shares of 
common stock carried on the books with a value of 
$113.9, including capital surplus. Earned surplus, 
though, had risen to $140.8 million, while large scale 
postwar expansi<n had lifted total assets above $360 
million, and net earnings of more than $16 per share 
were attained in both 1948 and 1949. With further 
improvements planned for 1950 and with high level 
activity indicated for this year, on March 31 the 
shares were split 3 for 1 as a very logical readjust- 
ment of capital to current stature and enlarged earn- 
ing power. Following the split-up, and initial quar- 
terly dividend of 60 cents per share was paid and 
raised to 75 cents in the (Please turn to page 195) 



































dividends this year has 7 

helped to sustain the stock Statistical Data on Shares Proposed for Split 

market rise until recently, 

this does not seem to have Net Per Share Div. Price Range Basis of 

mes 9 months So far Recent 1950 Proposed 

importantly affected the 1949 1950 in 1950 Price High Low Split 

market action of split eee : — 

shares, since a number of |! Gitewe safety’ Rare errs ee eee ee 

them have exhibited || Goodrich, (8. F.) Co... 14.36 8.762 3.00 109% 16 —69% 3-1 

strength despite no increase International Minerals & Chem. 6.80! 1.073 2.00 51% 562 — 31% 2-1 

in dividends, whereas others Jones & Laughlin Steel................... 7.50 9.76 3.40 435 44% — 27 2-1 

A gag , K Oe es icsaass, ei 524 ; - . 

providing improved income |\tineSetr o73Ct(ik1S iaC(‘éiz CRO 

have declined from their Masonite Corp. 3.98 10.307 = 3.00 60 69% — 48% 2-1 

pre-split highs. It is signifi- Minnesota Mining & Mfg. 7.07 4.80 3.20 129 130 —94 4-1 
Monarch Machine Tool................. 2.65 1.75 1.50 29 3012 — 247% 2-1 

cant, however, that so many : 

: ag eee s, Murray Ohio Mfg. 10.29 2.25 44 48% — 32% 2-1 
companies subdividing their |} National Tea .o.....eeeccecccecens «578 4875 3.20 47% 50 —36% 21 
shares have done so ata New York, Chicago & St. Louis R.R.. 30.55 38.81 165 188% — 90 5-1 

. ‘ «ie Phileo Corp. ... ‘isis ae 3.862 1.75 43% 54% — 32% 2-1 
time when their dividend || Qvcker Outs 10.11 12.481 6.75 129 130 —95 4-1 
policies were being liber- Thompson Products 10.73 11.69 3.00 67% 73% — 51% 2-1 
alized. White Sewing Machine 11.29 12.346 3.25 49M% 54% — 30% 2-1 

Since it is always useful 1_Year ended June 30, 1950. 5_40 weeks ended Oct. 7, 1950. 
to examine the motivations 2—6 months ended June 30, 1950. 6_12 months ended June 30, 1950. 

f tock lit th 3—Quarter ended Sept. 30, 1950. 7—Year ended August 31, 1950. 

OF StocK splits rather care- 424 weeks ended June 17, 1950. 
fully, as well as prospective 
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November 


From a market standpoint, No- 
vember in the past has been a 
“stand-off” month, almost just as 
often showing advancing than de- 
clining tendencies despite the fact 
that the bulk of tax selling usually 
occurs in this month. This year, 
it seems, those bearishly inclined 
may have the news in their favor 
as the market must contend with 
the adverse turn of events in 
Korea and thinly veiled threats of 
price controls. Doubtless there is 
also, at this writing, some “hang- 
over” from the recent market un- 
settlement. While the Averages 
have made some recovery, it’s 
been a tired sort of rally that car- 
ried not too much conviction, nor 
imparted too great assurance as 
to short term and even intermedi- 
ate trends. Thus, it may be well 
to brace oneself against further 
selling squalls. The current atmos- 
phere seems to favor it. There is 
an aura of uncertainty which will 
probably dominate the market for 
some time even if no further im- 
mediate shake-outs occur. 


Splits 

New stock splits are being pro- 
posed almost daily, and the end 
seems not yet. In the past, waves 
of this sort have frequently pre- 
ceded the end of a market up- 
swing. We are disinclined to come 
to this conclusion now, certainly 
not as far as the major trend is 
concerned. While the motive be- 
hind splits may be to facilitate dis- 
tribution as well as to broaden the 


184 


market for a given stock (apart 
from other reasons) it’s in most 
cases probably rather more the 
latter than the former. Interest- 
ingly, affected stocks recently 
have responded constructively to 
split announcements. There was a 
time, not too long ago, when they 
acted as a depressant. 


“Big Steel’ 


Dividend action by U. S. Steel 
was reassuring to stockholders. 
Aside from the special dividend of 
75c a share, the board raised the 
common payment for the quarter 
to 75c from 65c paid previously. 
This would indicate that in the 
board’s judgment, the new rate 
can be maintained. The Street at 
least assumes that the stock is now 
on a $3 annual dividend basis. At 
recent price of 42, this makes the 
yield a trifle better than 7%. with- 
out making allowance for any spe- 











cial payment. Payments in 1950 
will total $3.45 a share. Dividends 
in 1929, adjusted to the present 
common, were $2.67 a share. 


Consol. Edison 


Holders of this popular “small 
investor” stock were pleased with 
the company’s action in raising 
the dividend from $1.60 to $2 a 
share. On the new basis, the yield 
is 6.6%, not a bad return on this 
type of equity. The latest action 
brings the dividend back to where 
it was from 1937 to 1940. It was 
cut to $1.80 in 1941 and $1.60 in 
1942. By restoring the $2 rate at 
this time, the company apparently 
hopes to bring about additional 
conversions by holders of the con- 
vertible debentures, who will be 
entitled to the December 1 inter- 
est payment as well as the Decem- 
ber 15 dividend on the common 
stock, provided they elect to con- 























INCREASES SHOWN IN RECENT EARNINGS REPORTS 

1950 1949 
American Machine & Foundry .................. 9 months Sept. 30 $ .85 $ .14 
RMN EO MINOR oso. dni: sacench aciccasOanevavneves September 30 Quarter 2.73 -60 
Jones & Laughlin Steel oo... September 30 Quarter 4.18 1.73 
ON ERAN ee .. September 30 Quarter 1.40 74 
U. S. Industrial Chemical .......................... September 30 Quarter 2.02 55 
Re RIE olan van vavcucs oaknsssoansepuetabesvehuunes September 30 Quarter 2.04 1.26 
Continental Oil Co. .. September 30 Quarter 2.60 1.72 
Nopco Chemical .... 9 months Sept. 30 3.80 1.27 
Scott Paper Co. ee ees ee 9 months Sept. 30 3.12 2.07 
Western Auto Supply oo... eeeeeee September 30 Quarter 3.51 1.81 

senemomer ae 
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vert between December 1 and 
December 7. Up to last week, hold- 
ers of $12.11 million of the orig- 
inal $57.38 million of debentures 
had converted into common stock. 
From an income standpoint, con- 
version appears a sensible move. 
While the dividend coverage at 
present is a bit slim (earnings for 
12 months ended September 30 
were $2.36 a common share), it’s 
nevertheless adequate and prob- 
ably subject to improvement. The 
earnings for the period cited al- 
low for the higher corporate tax 
rate applicable to 1950 quarters. 


Stand. Oil of Cal. 


Last year this company netted 
$10.10 a share on the number of 
shares then outstanding. This is 
equivalent to $9.62 on basis of the 
current number of shares. Profits 
in the first half came to $4.21 a 
share, about a dollar behind last 
year’s corresponding figure, but 
such is the earnings expansion in 
the second half to-date that the 
management feels warranted to 
predict full 1950 per share net of 
better than the $9.62 (adjusted) 
for 1949, with the margin on the 
topside not yet predictable. And 
it adds that no recession from the 
uptrend can be foreseen for 1951. 
Dividends from the company’s 
partly-owned companies in the 
Near East—Arabian-American Oil 
Co. and Bahrein Petroleum Co.— 
will make larger contributions to 
parent company earnings. Last 
year they equalled $2 a share be- 
fore taxes, but will be more than 
that this year—even after taxes. 
Doubtless also, the Korean situa- 
tion has helped to swell the par- 
ent company’s sales. In the cir- 
cumstances, it could well afford to 
pay stockholders $5 a share, four 
quarterly payments of $1 and a 
special of the same amount. On 
that basis, the stock at current 
price of about 76 yields 614%, 
good enough for a quality issue 
like this. For all this year, the 
company will have spent $150 
million on capital improvements 
and exploration, all derived from 
operations. 


Lesson 


Some observers read a-lesson 
for management in the victory of 
the proxy committee in the 
Sparks-Withington proxy fight. 
The lesson is that small common 
stock holdings of active officers 
can arouse resentment among 
other stockholders. Unfortunately 
there are many such cases. 
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Columbia Broadcasting 


Though carrying the torch for 
color television, this company is 
far from unmindful of the fact 
that it’s radio that pays the bill. 
In October, the network had a 
nice increase in sponsored radio 
time over a year ago. For the first 
nine months, the gain in radio 
network billings was better than 
10%. It is, incidentally, the only 
major network to show improve- 
ment over last year. That cannot 
hurt the stock. 


Bullard Co. 


Those who were disappointed 
by this company’s meager third 
quarter profits, a mere five cents 
a share compared with 57c in the 
same period last year, can take 
heart. That poor showing won’t be 
permanent. Rather, a sharp earn- 
ings uptrend is in store. Poor re- 
sults this summer were largely 
due to preparations for expand- 
ing production to meet a flood of 
new orders. Purchases of new 
machine tools cut severely into 
profits, as did the need to hire and 
train some 700 men since August. 
Moreover, vacations cut July ab- 
normally low. The company now 
has turned the corner; it is head- 
ed for higher production and ship- 
ments, and considerably higher 
profits. Incoming orders continue 
to exceed current shipments and 
the order backlog even now is 
nearly four times as great as at 
the end of last year. It is under- 
stood that the company is sold out 
through the third quarter of 1951 
even at the substantially higher 
production foreseen. 1950 profits 
should be in the neighborhood of 
$2.75; 1951 results promise much 
higher. At 21, the stock yields over 
8% on the $1.75 dividend. In view 
of prospects ahead, there should 
be room for appreciation in time. 


Rayonier 


With the rayon industry going 
great guns, Rayonier as a lead- 
ing supplier of dissolving pulp for 
rayon manufacture should be do- 
ing well. It is. Nine months net 
was $6.62 a share despite higher 
tax deductions and the full year 
should produce better than $9, 
quite a jump over 1949 net of 
$4.75 and equalling or topping the 
1948 peak of $9.09. The common 
dividend this year should come to 
at least $3 compared to $2.50 paid 
in 1949. The new rate appears to 
be unofficially established with 
two recent extra payments of 25c 
each on top of the regular quarter- 
lies of 50c. Company has made 
two price increases during the 
last four months, one on July 1 
and another on October 21, and 
plants are operating three shifts 
seven days a week. This should 
maintain profits at high levels. 
Moreover, a refund of excess prof- 
its taxes for 1941-43 has permit- 
ted a relaxation of restrictions on 
dividend payments imposed when 
the company borrowed $20 mil- 
lion late in 1947. By the end of 
this year, the loan will be cut to 
$12.25 million. Noteholders have 
agreed that preferred and com- 
mon dividends may total as much 
as $5.5 million annually against 
an earlier top of $3.5 million. This 
would permit common dividends 
as high as $4.25 a share. On an 
assumed $3 dividend basis, the 
stock at 42 yields 7%. While norm- 
ally speculative because pulp 
prices fluctuate widely with busi- 
ness conditions, they are more 
likely to move up than down under 
prospective conditions. This puts 
Rayonier on a favorable spot and 
though a growth company, it is 
well situated from the standpoint 
of EPT protection. It can also 
serve as anti-inflation hedge. 


























DECREASES SHOWN IN RECENT EARNINGS REPORTS 

1950 1949 
Miemmmlerm Cae Cie «55 os ccs cas cnccsecasiectncene September 30 Quarter $ .49 $ .97 
Barber Oil Corp. ................ Meee es 9 months Sept. 30 1.77 2.71 
RaRNere TENG GENO ose. sin ds cc gi cnc cesesenvstecpssecsases September 30 Quarter -68 1.77 
Webster Tobacco Co. ..........................ee September 30 Quarter WW ol? 
American Bank Note Co. 0... September 30 Quarter +23 -68 
Falstaff Brewing Corp. ....................00:005 September 30 Quarter 31 75 
Mcintyre Porcupine Mines ........................ September 30 Quarter .60 81 
United States Lines Co. 2.00.0... 9 months Sept. 30 1.43 3.07 
Briggs & Stratton Corp. ...........0.......:c 9 months Sept. 30 2.69 3.74 
Die ReR NT CG e562. 2 556 occ tice sos ececevcescececcens September 30 Quarter 1.45 2.89 
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By E. K. A. 


In view of the turn of events in Korea, it is pretty obvious 
that the size of the defense effort will swell rather than 
diminish as time goes on. Surely they have ended any hope 
i that we may “get away” 
with a smaller defense effort, 
BUSINESS ACTIVITY which may have existed in 

PER CAPITA BASIS the minds of some optimists. 
M. W. S. INDEX The likelihood is that not 


only will it increase in scope 
200 + 











beyond earlier projections, 
but that its tempo may be 
stepped up measurably. 

All of which does not elim- 


190 
inate the prospect of a near- 
a Two term easing in general busi- 
180 WEEKS ness; some lines already feel 
7 AGo recessionary tendencies, 


particularly automobiles 
where new car demand is off 
considerably; refrigerators 
where sales are down 
sharply; TV sets have been 
slow in moving; demand for 
furniture is turning sluggish, 
TEAR etc. Credit curbs are mainly 
AGO but not wholly responsible; 
other reasons are previous 
overbuying, seasonal consid- 
erations, etc. The result is a 
noticeable letdown in over- 
all retail sales. Dollar volume 
of department stores barely 
manages to keep ahead of 
last November, and _ physi- 
cal turnover is probably off 
some. A significant point is 
that this letdown is not ac- 
3 companied by any voluntary 

1939 cutback in civilian produc- 
tion—at least not yet. 

This fact, together with the 
prospect of materials short- 
ages, due to priorities, allo- 
cations, etc., enhances the 
expectation that the days of 
record civilian output may 
soon be past even if defense 
orders are placed only 


slowly, at a rate far from 
fully compensating for de- 
4 clining civilian production. 
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The bloom is off the civilian boom, and the defense boom has 
not yet started. 

The slowdown, as previously hinted, is being brought about 
deliberately for reasons stated. It will be quickened by forth- 
coming cutbacks in the civilian use of vital nonferrous metals 
to the extent of some 20% to 30%. Clearly no such propor- 
tion of the available supply is now or will soon be needed 
for arms orders. The more immediate purpose is stockpiling, 
but it will hit durable consumer goods industries just the same, 
and just as hard. 

On the other hand, soft goods lines can count on a gradual 
increase in consumer demand. It’s one reason why retailers 
don’t worry too much about the future course of over-all sales. 
They anticipate a swing to heavier buying of soft goods— 
textiles apparel, shoes, food and similar items—rather than 
any marked slackening in total demand for merchandise. 

Though demand for consumer durables such as autos, ap- 
pliances, etc., has been easing currently primarily because 
of credit curbs, the key to future trends in these lines will 
be materials supply. Problems here are beginning to look 
threatening now, but could worsen more than formerly expected 
in the event of any stepping up of the arms program. What 
happens in Korea henceforth will thus have a considerable 
bearing on the outlook not only as to scope but as to timing 
as well. Should matters get uncomfortable quickly, this may 
readily lead to another scramble of consumer buying. It would 
be premature to predict this with any degree of assurance, but 
the prospect cannot be dismissed. And since it might coincide 
with production cutbacks, or come at a time when cutbacks 
loom near, shortages for a time may well be intensified. 

The trouble is that matters at present lack definite outline 
chiefly because no one as yet knows either the magnitude or 
the timing of arms orders to come. With the elections over, some 
clarification may be had before long; until then the situation 
can only be conjectured about. 


Wage-Price Controls? 


Meanwhile there is nothing to indicate that the Administra- 
tion will soon abandon its policy of relying on persuasion to 
hold the wage-price line. Selective price controls may be im- 
posed on certain basic commodities (without simultaneous 
wage controls) but there the. matter should rest for a while. 
Wage controls as required under the NPA are frowned upon 
on the theory that they would merely draw workers away 
into other industries perhaps less vital to defense. This makes 
sense, of course, but it also makes clear why wage-price 
ceilings in the long run can only be effectively applied on 
a total basis. This is furiously opposed by organized labor, at 
least until the fifth round wage drive has been successfully 
completed throughout industry. 
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The Business Analyst 





MONEY AND CREDIT—During the fortnight ended Novem- 
ber 4, all three of our major common stock indexes declined 
to the lowest levels since September 30, thereby virtually 
wiping out advances of the previous three weeks. The com- 
bined average of 325 active common stocks declined about 
3% from the year’s high. Of our 46 group indexes, the weakest 
showings were made by Air Lines, Coal Mining, Communica- 
tions, Furnishing, Gold Mining, Meat Packing, Railroads, Ship- 
building and Soft Drinks, which slumped 6% or more. Four 
groups—Copper & Brass, Dairy Products, Miscellaneous Metals 
and Sugar, on the other hand, held unchanged or even 
advanced during the fortnight. In fact the two non-ferrous 
metals groups actually managed to ring up new highs. New 
York bank stocks slid to the lowest average since September 
2 on talk of raising reserve requirements. Corporate pre- 
ferred stocks slipped down to the lowest since September 23, 
while corporate bonds eased off to the lowest prices since 
July. Foreign government dollar bonds, on the other hand, 
recovered to the best average since June 24, reflecting sharp 
improvement in gold and dollar balances abroad. U. S. 
Governments were steady to firm under resumed purchasing 
of Treasury bills by member banks. In the fortnight ended 
November 1, a large reduction in member bank “float,” com- 
bined with sharply reduced holdings of Treasury bills by the 
Federal Reserve banks, contracted member bank reserves by 
$571 million, thereby leaving a net increase of only $686 
million for the first four months of the current fiscal year. The 
Federal budget deficit for the first four months has amounted 
to only $769 million, contrasted with $3,053 million for the 
corresponding interval last year. Meanwhile the Federal gross 
debt has been reduced $591 million since June 30 and now 
total $256,776 million—same as a year ago. Secretary John 
W. Snyder predicts that the Treasury will not have to borrow 
again until after next June 30, and that the current fiscal 
year will end with either a smaller deficit or a modest surplus. 
Appreciation in the recently freed Canadian dollar has thus 
far failed to meet earlier expectations; so the bank of Canada 
has raised its discount rate to 2%, from 142% as a lure to 
foreign funds. In pre-socialist days, when London ranked 
as the world’s financial capital, this orthodox method of influ- 
encing foreign exchange markets indirectly was usually effec- 
tive. It remains to be seen how it will work in this “modern” 
world where most currencies and their nominal owners are 
no longer free. The Foreign Bondholders Protective Council, 
Inc., reports that only 372% of the $3.7 billion of foreign 
dollar bonds outstanding at the end of 1949 was in default, 
compared with 43% at the close of pre-war 1940. 
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TRADE—Department store sales throughout the nation during 
the fortnight ended October 28 averaged only 4% above 
the corresponding interval last year, compared with a gain 
of 5% for the year to date. Merchants are wondering if 
some of the post-Korea splurge in demand may have been 
borrowed from the normally lusch Christmas shopping season. 
A relatively minor though welcome contributor to the swift 
improvement this year in Europe’s gold and dollar holdings 
has been the American tourist influx. The E. C. A. estimates 
1950 


NOVEMBER 18, 


HIGHLIGHTS 



















MONEY AND BANK CREDIT 
[WEEKLY REPORTING MEMBER BANKS] 




































1§ 
TOTAL LOANS & 
INVESTMENTS 
65 rf — 
55 
DEMAND DEPOSITS 
” Ae? "v 
a 
< 1D My, se a amenlll 
~4§ 
° INVESTMENTS IN 
U. S. GOVERNMENTS 
z 
° Fa ee 
3 35 be MONEY IN CIRCULATION '\ 
a 


o,e00" le 
J % 


*ea0%@ 








le 
e te, 
ria PPPs Td eee, o 








25 


TOTAL LOANS 





"= mn 





°—_ ay, =’ 
COMMERCIAL LOANS 


LATTA AT 


JTFMAMITASONDI FRANIJASOND 
1949 1950 



































that about 390,000 in their travels there will have spent some 
$400 million this year. In the previous peak year, 1929, 
350,000 Americans spent $353 million. 
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INDUSTRY—More somber reports from the Korean front 
make inflation prospects even more appalling, once the re- 
armament program gets into full swing. Neither taxes nor 
other curbs, however severe they may seem, will stop the 
upsurge in prices impelled by an increasingly tight supply- 
demand situation in labor and materials. As in World War 
l,price ceilings and rationing will only encourage black- 
marketeering at prices so extravagantly high that only pres- 
sure groups with political pull, or business concerns favored 
with priority orders, can afford to buy. Hardest hit will be the 
low income groups and small business men which the New 
and Fair-Dealers pretend to protect. The greatest irony of the 
present crisis which faces America is that it need not have 
happened, had it not been for the political blunders, or 
perhaps even treason, of our self-proclaimed “saviors” of 
humanity! 
(Please turn to following page) 
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Essential Statistics 







































































































































































Latest Previous re- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 
MILITARY EXPENDITURES—$b (e) | Oct. 153 «1200.19 ‘1.585 (Continued from page 187) 
Cumulative from mid-1940 Oct. 402.8 401.3 388.4 13.8 COMMODITIES—F iene d 
—Farm products commod- 
FEDERAL GROSS DEBT—$b Nov. 1 256.8 256.9 256.8 55.2 ity indexes, spot and futures, advanced 
MONEY SUPPLY—$b sharply during the fortnight ended Novem- 
Demand Deposits—94 Centers___ | Oct. 25 49.9 49.3 47.3 26.1 ber 4. Our own index of raw material spot 
Currency in Circulati Nov. 1 27.2 27.1 27.4 10.7 prices closed at a new all-time high under 
BANK DEBITS—-13-Week Avge. =? age for metals, wheat, corn, 
New York City—$b Oct. 25 10.32 10.29 8.05 42g | Cer One Nees. 
93 Other Centers—$b Oct. 25 14.90 1482 12.06 7.60 | , Spit ay ae 
BUSINESS ACTIVITY continued to sag a 
PERSONAL INCOMES—$b (cd2) Aug. 226.3 223.5 206.5 102 little during the fortnight ended October 
Salaries and Wages. Aug. 150.6 148.9 136.4 66 28) with the margin of improvement over 
Wet ae Avg: mai ac motel ” a year ago narrowing to 14.2%. Continu- 
in palin avs ee ee att ous slackening in our business index 
Pose t, « Ave. sand 29 rae . throughout the month of October was oc- 
Se ee fg eset peed yd ~ casioned mostly by a temporary decline in 
POPULATION—m (e) (cb) Sept. 1523 152.1 149.7 33.8 bank debits, and not to any appreciable 
Non-Institutional, Age 14 & Over | Sept 111.0 110.9 109.9 101.8 | contraction in the physical volume of pro- 
Labor Force Sept 65.0 66.2 64.4 57.5 duction, distribution and trade. 
Military Sept 1.45 1.34 1.46 1.89 * * * 
r ae ; ash seal “eo = en Unemployment dropped 400,000 during 
an e% Sept. 2.3 2.5 3.3 3.8 September, down to 1.94 million in early 
e Tlie Sept 61.2 624 a4 ee October, lowest in nearly two years. Mean- 
a oe vi ogo stz agp. | While EMPLOYMENT rose 538,000, to 61,- 
Pe, te Sept 53.4 vine ot. 43.8 764,000—largest ever reported for any Oc- 
Weekly Hours oi ne we pos ee tober, though 636,000 below the record 
ep . . . . k 
eak touched last August. 
Man-Hours Weekly—b Sept 2.20 2.11 2.12 1.82 | P @ a ee 
EMPLOYEES, Non-Farm—m (Ib) Sept 45.5 45.0 43.5 37.5 | CONSTRUCTION expenditures in Octo- 
wend Sept 6.0 5.8 5.9 4.8 | ber were off seasonally about $200 million 
epee Sept 12.9 12.8 11.8 11.7 | from September, including a decline of 

Weekly Hours Sept 40.9 41.2 39.6 40.4 | around $80 million in home building. The 

Moueny Wage a" Sept 148.0 146.4 140.7 77.3 latter drop reflected “to only a very limited 

Weekly Wage ($) Sept. 60.53 60.32 55.72 21.23 | extent’ new federal curbs on housing credit, 

PRICES—Wholesale (Ib2) Dec. 31 169.4 1689 151.5 92.5 according to the Commerce and Labor De- 
Retail (edlb) Aug. 190.4 190.0 186.6 116.2 | partments. 
* * * 
a oer font 173.8 173.0 169.6 100.2. | NEW ORDERS for machine tools booked 
Food 
: Sept —S me 6 OS. in September, though slightly below August, 
Clothing Sept 190.5 1859 1875 113.8 ; ‘ 
ma a i. at a. aa oe still 5 times the year-ago level. New 
~ = ; ; ““_ | orders booked by all manufacturers were 
RETAIL TRADE—$b about 10% under August but 30% above 
Retail Store Sales (cd) Sept 12.49 12.74 11.00 4.72 | September of last year. 
Durable Goods. Sept 4.43 4.97 3.53 1.07 * ” * 
F . ; 

— ervhwe Sept 8.06 7.77 7.47 3.65 Manufacturers have enough business on 
bop Seer eee Sept 0.91 0.86 ot 0.42 | hand to keep them busy for weeks to come. 
Rane aie Spey B08 Hs AD. tage WW59 (11.25 8.56 5.46 | BACKLOGS of unfilled orders at the end of 

MANUFACTURERS’ September were up 11% from August and 
New Orders—$b (cd) Totol_______| Aug. 26.7 22.0 17.5 14.6 60% from a year ago. 

Duran Goods A, 13.3 10.5 6.8 7.) + ~ * 

Non-Durable Goods___________ | Aug. 13.4 11.5 10.7 7.5 Before many months have passed, an in- 
Shipments—$b (cd)—Total_______ | Aug. 22.5 18.5 17.6 8.3 flux of armament orders, along with climb- 

Durable Goods Aug. 9.8 79 7.3 4.1 ing expenditures for civilian CAPITAL 

Non-Durable Goods Aug. 12.7 10.6 10.3 4.2 GOODS deemed essential for national de- 

BUSINESS INVENTORIES, End Mo. fense, will more than offset any overall loss 
Total—$b (cd) Aug. 53.5 52.3 52.1 28.6 | of business occasioned by curbs upon rela- 

Manufacturers’ Aug. 29.5 29.7 29.6 16.4 | tively unessential activities. 

Wholesalers’ Aug. 9.5 9% 8.9 4.1 7 * oo 

Retailers’ Aug. 14.5 13.5 13.6 8.1 The primary objective of CONTROLS al- 

_ Dept. Store Stocks (mrb) Aug. 22 pM 2.0 2.0 1.4 ready announced and still in the planning 
BUSINESS ACTIVITY—1—pc Oct. 28 176.9 176.9 158.0 141.8 | stage is to insure adequate supplies of ma- 
(M. W. S.)—1—np Oct. 28 208.5 208.3 182.9 146.5 teriel and, incidentally, labor for defense 
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os —— Pre- 
-or Wk.or Year Pearl 
ane js lll Ball PRESENT POSITION AND OUTLOOK 
INDUSTRIAL PROD.—1—np (rb) Sept. 211 209 174 174 needs. It is only of secondary interest to a 
Mining Sept. 162 158 119 133 regime that has consistently favored infla- 
Durable Goods Mfr Sept. 250 247 199 220 tion that the curbs may also act as tempo- 
Non-Durable Goods Mfr. Sept. 195 195 172 151 rary deflatants. When Government expen- 
CARLOADINGS—t—Total Oct. 28 ges 891Ssi591—s«i833 ditures swell over the next year or two to 
‘teititiihindn A tinal ~~ 423 425 322 379 almost twice the pre-Korean annual rate 
wink € Oct. 28 88 pe 88 156 of $42 billion, even the maximum anti- 
ui ine o 60 55 “ asc eee Pos can be expected 
— | from the curbs will prove to have been 
ELEC. POWER Output (Kw.H.) m | Oct. 28 6,563 6,503 5,433 3,227 ridiculously canliagnins so: week alt tai 
SOFT COAL, Prod. (st) m Oct. 28 11.7 117 27 10.8 | tion. 
Cumulative from Jan. 1 Oct. 28 411 399 354 446 " ’ ’ 
Stocks, End Mo Sept 64.3 58.9 62.1 61.8 Also highly inflationary in its possibilities 
PETROLEUM—(bbls.) m — is a provision in the recent Defense Act 
Crude Output, Daily Cu 8 5.9 59 51 authorizing the Government to finance 
Maclin Mindi Oct. 28 105 105 104 41 EXPANSION of plant capacity and indus- 
Fuel Oil Stocks an oe Ad Ww 69 94 trial equipment. It is bound to enhance 
Heating Oil Stocks on 84 83 90 55 scarcity of vital materials and may require 
LUMBER, Prod.—(bd. ft.) m Oct. 28 840 874 722 632 ee a oanane 
Stocks, End Mo. (bd. ft.) b Aug. 6.4 6.2 75 12.6 S : - 
ares linge — m Pros a Pry Rn The steel industry had already arranged 
: a to expand capacity 10% by the end of 
ENGINEERING CONSTRUCTION 1952; but the planners want a 30% boost. 
AWARDS—$m (en) Nov. 2 200 245 170 94 They would also more than double previ- 
Cumulative from Jan. 1 Nov. 2 10,115 9,915 = 6,875 5,692 ously scheduled expansion rates for alumi- 
meen LAMnOUs num and electric power. To implement the 
Papadineud, Mow Orders (ein. |Our. 28 222 197 194 165 Government's request that rail equipment 
U. S. Newsprint Consumption (st)t_— | Sept. 485 450 463 352 makers step up their output to 10,000 
Do., Stocks (mpt), End Month Sept. 688 656 714 523 freight cars monthly, 310,000 tons of steel 
Windies, Rinnai: alate Came gale. Ve 9.9 6.6 4.4 8.1 a month have been allotted for this pur- 
gy a rr am rd 647 645 603 506 pose. Also requested is sharply increased 
Chainaienn,: Demeik tileie-te....... [as 30.7 39.1 317 7.1 | production of various other items. 








ended December 6. 


b—Billions. cbh—Census Bureau. cd—Commerce Dept. 
edlb—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated. on—Eagincering News-Record. I—S 
(1935-9—100). Ib.—Labor Bureau. Ib2—Labor Bureau (1926-100). Ib3—Labor Bureau (1935—100)It—Long tons. m— Millions. end mills, publishers, 
and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensation for population growth. pc—Per capita basis. 
rh—Federal Reserve Board. rb2—Federal Reserve Board, instalment and charge accounts. st—Short tons. t—Thousands. *—1941: 


cd2—Commerce Dept., 


djusted monthly totals at annual rate, before taxes. 
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No. of 1950 Ind (Nov. 14 1936 Cl.—100) High Low Oct.28 Nov. 4 

Issues (1925 lose—100) High Low Oct. 28 Nov. 4 100 HIGH PRICED STOCKS 102.07 85.27 100.41 99.89 

325 COMBINED AVERAGE 165.1 134.7 162.3 160.0 | 100 LOW PRICED STOCKS......._ 195.88 151.88 193.83 189.68 
4 Agricultural Implements ...... 233.3 180.7 224.8 223.8 5 Investment Trusts .................. 79.9 66.5 76.5 76.4 
10 Aircraft (1927 Cl.—100) ........ 262.9 170.8 244.1 2372 3 Liquor (1927 Cl.—100) . 1053.8 797.3 1037.6 1042.4 
6 Air Lines (1934 Cl.—100) .... 538.3 450.3 501.8 491.8 WE CRINGE cvssscicscncsiccccsivesica s Wart 140.6 164.3 164.9 
TP SPOURENONE 55-5. bc eaioc sc oatat 104.4 78.0 92.0 90.8 CT 9 | ee 133.0 99.6 130.4 127.7 
10 Automobile Accessories ........ 241.7 195.6 234.5 227.2 S Meat POERING «.....0.5-:0.6s000.0000 108.3 85.9 104.6 101.4 
12 Automobiles SS eee 39.1 28.5 37.9 37.2 12 Metals, Miscellaneous 203.3 139.9 201.5 203.3D 
3 Baking (1926 Cl.—100) ........ 23.3 19.0 20.4 20.4 ARMS oe sere neceste on ors tcacr econ case 309.7 213.4 298.9 301.3 
3 Business Machines .... < “eer 226.5 279.8 281.3 SU COIN CNOII goods Sede cicaz esteem 327.9 243.0 320.2 317.6 
2 Bus Lines (1926 Cl.—100) .... 176.6 145.9 157.9 158.1 21 Public Utilities : 153.7 127.7 136.4 136.3 
BG GIIICONG: «2. cayseescsiceveczacsaivss 256.4 299.4 297.4 5 Radio & TV (1927 Cl. —100). 35.3 18.1 28.5 28.0 
3 Coal Mining «.......0.0ccc...sescce0. 11.3 14.4 13.5 9 Railroad Equipment ............ 60.8 43.0 60.4 67.9 
4 Communication ........ 41.9 61.5 59.6 BM ONGOGE i ccccacosescciccitesescesss 32.3 22.3 31.1 30.2 
9 Consiruction ............. 51.3 56.4 56.1 Noo cass cnactecsceaeszaceceaees 37.2 30.7 36.4 35.9 
F GOMUOIIONS: ooo. c0555ccihdrcrersseseuxs 282.1 356.3 347.6 Se SARS ELOUEER, «5c sassucssscsaesoeesses 166.2 139.7 143.5 140.1 
9 Conner & Brass: «.....::-.:.5055<5. 80.3 113.9B 112.9 Se SSI OPR IR coors psesesencsecereens 391.6 295.9 317.3 310.5 
2 Dairy Products ............. 68.1 81.2 81.9 15 Steel & Iron ..... 142.7 96.1 141.3 137.5 
5 Department Stores . : 56.6 67.4 67.1 IE oo scancenckscss 61.9 48.7 61.0 60.1 
6 Drugs & Toilet Articles ........ 209.8 170.2. 204.5 201.3 2 Sulphur ... 412.2 301.6 403.3 401.2 
2 Finance Companies .............. 361.8 253.8 273.8 266.7 i RO RRMRG 5 ois ieicis intcncnasanncsiaseases 166.8 119.9 159.7 159.8 
7 Food Brands 162.0 182.5 180.0 3 Tires & Rubber ...................... 47.2 32.0 44.7 44.4 
2 Food Stores .... 86.3 112.9 Lis. 6 TORGGEO: <...6.5.155.. is : 77.3 84.5 84.9 
3 Furnishings ........... 61.1 68.1 65.6 2 Variety Stores 313.2 329.5 327.5 
4 Gold Mining 509.7 575.1 567.0 19 Unclassified (1949 Cl.—100).. 114.4 93.2 112.2 111.4 

New HIGH since: B—1948; D—1946. 
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Trend of Commodities 





Commodity indexes, spot and futures, advanced sharply 
during the fortnight ended November 4, with our own index 
of raw material spot prices reaching a new all-time high. 
Unfavorable news from the Korean front depressed stocks the 
following Monday, preceding Election Day, but boosted com- 
modities to new highs. Sugar was about the only commodity 
to close fractionally lower for the fortnight ended November 
4; but corn was up 4 cents, wheat 32 cents, or 11%; hides 
2 cents; rubber 3'2 cents; lead one cent to 17 cents; pig iron 
up $1.95 to $53.89 at Philadelphia, a new 34-year high; tin 
up 22% cents to $1.36, a new all-time high; foreign silver 
at New York up 7% cents to 80% cents. World production of 
natural rubber is currently running at twice the annual rate 
of 1946. Next year’s production of synthetic rubber is expected 


to be 20 times last year’s output. Combined output of both 
types next year will top last year by 100%. Yet the price of 
natural rubber has jumped 350% in the past 12 months. At 
70 cents, it is nearly 4 times as expensive as synthetic at the 
Government-set price of 18% cents. No such spread in prices 
would be possible in a competitive free market. An orgy of 
competitive stock-piling by governments with limitless funds 
is driving prices of strategic raw materials to unprecedented 
highs. Yet much-maligned private enterprise has raised tire 
prices here by only 36% in the past 12 months—1/10th as 
much as the rise in natural rubber! Malaya has lifted taxes on 
rubber exports, effective January 1, 1951, to the equivalent 
of about 4% cents a pound, U. S. currency, three times the 
present tax. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—August, 1939, equals 100 


Date 2 Wk. 1 Mo. 3 Mo. 6 Mo. 1Yr. Dec. 6 


Date 2 Wk. 1 Mo. 3 Mo. 6Mo. 1Yr. Dec. 6 














Nov.6 Ago Ago Ago Ago Ago 1941 Nov.6 Ago Ago Ago Ago Ago 1941 
28 Basic Commodities ............ 339.9 331.7 327.0 305.3 256.4 249.1 156.9 7 Domestic Agriculture ........ 354.7 348.8 345.6 346.6 322.1 291.2 163.9 
11 Imported Commodities .... 371.0 358.9 353.3 330.3 257.4 262.6 157.3 12 Foodstuffs «0.0.0.0... 356.3 353.4 349.7 362.9 330.1 298.6 169.2 
17 Domestic Commodities ...... 321.2 315.2 311.0 291.2 255.6 240.8 156.6 16 Raw Industrials ................ 332.9 319.4 316.6 279.4 224.0 228.4 148.2 

RAW MATERIALS SPOT INDEX COMMODITY FUTURES INDEX 
AUG. SEPT. oct. NOV. AUG. «SEPT. oct, NOV. 
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14 Raw Materials, 1923-25 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 
1950 1949 1947 1945 1941 1939 1938 1937 
High ............. 189.0 161.5 164.0 95.8 85.7 783 658 93.8 
aoe. 134.2 134.9 1264 93.6 743 61.6 57.5 647 
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Average 1924-26 equals 100 

1950 1949 1947 1945 1941 1939 1938 1937 
Wie cscccsceite 191.2 146.2 184.4 111.7 88.9 67.9 57.7 86.6 
WOW i scstsserores 140.8 128.6 123.0 986 58.2 48.9 47.3 54.6 
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Keeping Adbreast of Judushial 


¢ and Company News + 





The American Petroleum Institute has made a sur- 
vey of capital expenditures by the domestic petroleum 
industry that reveals total outlays of an estimated 
2.4 billion in 1950, all but $228 million of which was 
spent for domestic operations. This marks the fifth 
successive year when capital outlays have topped $2 
billion here at home, making a grand total of more 
than $10 billion in postwar. If American expendi- 
tures overseas were included, the overall total would 
exceed $12 billion. As a.result of the unprecedented 
industry expansion in a five-year period, crude pro- 
duction capacity has increased 27%, refining capac- 
ity 21%, and the nation’s proved oil reserves 24%. 
In the process, the industry has generated the major 
part of its vast financial needs by plowing back earn- 
ings. 


A subsidiary of American Metal Company owns 
large deposits of potash near Carlsbad, New Mexico, 
that the parent company envisages as a substantial 
source of increasing revenues. By borrowing $7.5 
million to construct the necessary facilities, Amer- 
ican Metal has paved the way to exploit these valu- 
able resources on a major scale. More than a year, 
though, probably will elapse before production can 
be attained. 


Reports continue to accumulate that verify in an 
encouraging manner the claimed efficiency of new 
antibiotic drugs. Parke, Davis & Company’s Chloro- 
mycetin, for example, recently effected surprisingly 
uniform cures in hospitals located in New Orleans 
and Houston, Texas. Twenty children recovered from 
influenzal meningitis following treatment with Chlo- 
romycetin, whereas formerly only a majority of 
patients with this type of meningitis survived, and 
many of these experienced permanent after effects. 


The new and nearly completed $3 million depart- 
ment store under construction by John Wanamaker 
Company about a mile from downtown Wilmington, 
Delaware, will have the newest wrinkle in the way 
of snow-clearing equipment. Wrought iron pipes 
laid under all entrance driveways and walkways will 


‘be covered with concrete and amesite, and will carry 


steam heat to melt all ice and snow. 


An “Electronic Recruiting Sergeant” is talking 
young men into the new combined Armed Forces 
recruiting booth in New York City’s Times Square. 
For the first time in such a project, a General Elec- 
tric Company tape recording machine is being used. 
When a person steps on the mat outside of the booth, 
the voice of famous personalities automatically 
sounds through a loud speaker, telling listeners the 
advantages of enlisting before they are selected for 
induction through the draft. Such well-known people 
as Jackie Robinson, Dennis James and Harvey Stone 
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talk to passers-by through this device. 


The “Parade of Progress’, an exhibit costing more 
than $100,000, has been formed by Minneapolis- 
Honeywell Regulator Company, and will have visited 
60 cities in the United States till early 1952. At a 
preview in New York City, nearly 200 architects, 
engineers, school and hospital administrators and 
railroad technicians flocked to inspect the company’s 
newest electronic instrument controls, one of which 
harnesses a tiny breeze to protect workers in atomic 
laboratories. This device passes a flow of air over 
laboratory benches about as fast as smoke curls up 
from the end of a cigarette. 


Continuous research by the technologists of Pitts- 
burgh Glass Company has brought the futuristic 
automobile near to reality, claims this concern. Con- 
tours, bends and shapes of glass items considered im- 
possible by automotive engineers less than ten years 
ago have now proved practical. Step by step, the 
introduction of a curved windshield, laminated glass 
and glare reducing glass has expanded the use of the 
material in automotive construction to a point where 
finding enough space to hold the top on and keep it 
rigid is now the main problem. As for strength, 
glass such as used in the vista dome railroad cars 
can withstand the impact of a four pound brick 
travelling sixty miles an hour or a 30 pound boulder 
dropped eight feet. 


The New York Central Railroad plans to make it 
virtually effortless for passengers to send telegrams 
from its trains. Under a plan soon to go into effect, 
travelers on the Central will be able to send Western 
Union telegrams en route without the bother of cash 
payment. The plans provides for charging telegrams 
of the sender to his home or office address, and by 
the use of a special telegraph blank passengers 
merely have to hand the message to a conductor or 
porter at the next stop for transmission. 


The propeller division of the Curtiss-Wright Cor- 
poration announces an advanced series of subsonic, 
trans-sonic and supersonic propellers which will pave 
the way for speeds up to 1000 miles an hour with 
long range bombardment, troop-carrying or trans- 
port aircraft. Initially, the newly designed propellers 
will be used in aircraft cruising at not more than 
600 miles per hour, but research indicates that 
almost twice this speed can be achieved in propeller- 
driven aircraft of the future. 


The use of antibiotics in treating animals as well 
as human beings has been provided by Charles Pfizer 
& Company, a pioneer in this special field. The first 
antibiotic animal feed supplement just announced 
contains terramycin, the company’s earth-mold won- 
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der drug, and has been christened “Bi-Con TM-5”. 
Extensive tests carried on in various State Colleges 
and in the Pfizer laboratories have proved that cer- 
tain antibiotic residues promote the growth of chick- 
ens, turkeys and swine. For this purpose the qualities 
of terramycin have proved to be more effective than 
narrower range antibiotics such as penicillin or 
streptomycin. The feed manufacturer needs to use 
only two pounds of “Bi-Con TM-5” per ton of nor- 
mal feed to get optimum response. 


Air France, one of the world’s most extensive air 
transport systems, has purchased four additional 
Lockheed Constellations for international service. 
The contract for the new transports amounts to more 
than $4 million, including spare parts. Air France 
was among the first international airlines to put 
Constellations into service between the United States 
and Europe, beginning flights early in 1947. Since 
then, this line has earned a reputation for providing 
very luxurious service between the two continents, 
including seven-course French meals and wines. 


A three-decker paint “sandwich” that defies na- 
ture’s toughest blows, ranging from sub-zero cold to 
desert heat or continuous salt spray attack has been 
developed by the Westinghouse Electric Corporation. 
A spokesman for the company believes this entirely 
new paint system will help to reduce the nation’s $3 
billion annual cost of corrosion. Test samples ex- 
posed for eighteen months showed not the least sign 
of corrosion. Three coats of different composition 
are used on a surface, the middle one being of mica 
flakes embedded in a syrup-like plastic, and all three 
make a team. For use on transformers, the new paint 
system should solve several long endured problems. 


A modern newsprint terminal, to cost approxi- 
mately $2.5 million, will be built on the Brooklyn 
water front by the New York Daily News. Adequate 
modern facilities for handling the huge volume of 
paper used by the News are not now available local- 
ly. A 200,000 square feet concrete warehouse, equip- 
ped with automatic newsprint conveyors and escala- 
tors will house the paper rolls. A 450-foot wharf 
will berth large ocean-going newsprint ships while 
rail sidings will permit unloading eight freight cars 
simultaneously. Upon completion the new terminal 
will process and store annually about 290,000 tons 
of newsprint and rotogravure paper worth more than 
$30 million. 


One of the most enthusiastic customers of the 
office equipment industry is the supply division of the 
Air Material Command, USAF. By the installation 
of modern high-speed accounting machines, at least 
20 days have been clipped off the average time re- 
quired for preparation of world-wide stock balances 
and consumption reports. 13 active depots in the 
Supply Division operate in the United States, virtu- 
ally conducting an international mail order business 
with the Air Force. To visualize the scope of their 
activities, they receive, store and issue an estimated 
30 million items annually, ranging from nails and 
bolts, to complete aircraft engines, rescue boats and 
vehicles. 


New England businessmen and bankers are con- 
tinuing their study of the problems involved if new 
steel facilities were constructed in the Northeast 
section of the country. Isaac Harter, chairman of the 
Babcock & Wilcox Tube Company, which has been 


192 





developing a new steel making process jointly with 
the Republic Steel Corporation, recently suggested 
that such a plan might be feasible if a start were 
made by relying on local scrap rather than distant 
ore for materials. The local supply of steel scrap and 
the demand for steel products are probably in rea- 
sonable balance, so that the financial and supply 
problems of a fully integrated enterprise could be 
left for future planning. 


A new nylon typewriter ribbon for sharp, clear- 
cut typing with increased wearability has been de- 
veloped by Underwood Corporation, and is now avail- 
able in the company’s offices throughout the world. 
Intensive research in Underwood !aboratories re- 
sulted in a combination of this special nylon fabric 
with a newly developed ink formula. The ribbons 
are made in 16 yard lengths that reduce the need 
for frequent changes, as the sheerness of the fabric 
permits the increased length. 


SKF Industries, Inc. have received an interesting 
order for spherical roller bearing journal units on 
45 diesel-electric locomotives under construction for 
the Royal State Railways of Thailand. 420 journal 
boxes and 840 spherical bearings will be required for 
these locomotives that are being built by Davenport 
Besler Corporation of Davenport, Iowa. 


A new, colorful resilient enamel rug that features 
authentic Western scenes and figures has been de- 
signed especially for children’s rooms by Sloane- 
Blabon Corporation. This new floor covering, called 
the “Bunk House” rug, will be introduced to the 
trade during the pre-Christmas shopping season, the 
first time that the company has offered dealers a 
product keyed to the holiday market demand. The 
bright colors depicting cowboys, indians, ranch 
houses, corrals, mountains, etc., should carry a lot 
of appeal. 


During the last three years alone, Socony-Vacuum 
Oil Company has added a larger volume of crude oil 
reserves than in any other three year period in its 
history, and new discoveries have tripled its reserves 
in the past 15 years. Among recent new fields suc- 
cessfully exploited by the company is one in Alberta, 
Canada. Drilling here produced results characteris- 
tic of new techniques used by the oil industry. Oil 
first found at 4507 feet was not disturbed until 
deeper drilling flushed out other pools, the lowest 
level serving as an initial supply for the pumps. 


The first globe-circling system of air-ground com- 
munications by radio voice in airlines history has 
been established by Pan American World Airways. 
Since 1945, Pan American has been cooperating with 
a number of countries, other airlines and manufac- 
turers of communications equipment to accomplish 
this desirable goal. 32 high frequency stations, lo- 
cated across 16 continents and islands link the air- 
line’s 19,687 mile voice radio chain around the world. 


Under the Defense Program it seems certain that 
demand for magnesium will expand sharply. Civilian 
consumption of this light metal doubled in the cur- 
rent year and will likely increase as competing metals 
become scarce. Dow Chemical Company presently 
produces all of the 48 million pounds of magnesium 
produced this year, but next year it is believed that 
the Government will reopen six World War II-built 
plants and output of the metal may rise to perhaps 
as much as 240 million pounds. 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It is 
subject only to the following conditions: 

1, Give all necessary facts, but be brief. 

2, Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 


4. No inquiry will be answered which is mailed in our postpaid reply 


5. Special rates upon request for those requiring additional service. 





Burroughs Adding Machine 


“Burroughs Adding Machine stock 
has not done much marketwise in re- 
cent years as other sound stocks have. 
Would appreciate receiving pertinent 
data including dividend rate.” 

M. C., Lexington, Kentucky 


During the first half of 1950, 
total revenue of Burroughs Ad- 
ding Machine Company and its 
subsidiary company operating in 
the United States, was $39,978,- 
187, as compared with $46,039,- 
636 during the same period of 
1949. 

Net profit for the first half of 
this year was $2,338,895 or 47c 
per share of stock, as compared 
with $4,656,317 or 93c per share 
during the corresponding period 
of last year. 

The reduction in business vol- 
ume, anticipated as a result of the 
gradual liquidation of backlogs, is 
now being offset by increasing de- 
mand for the company’s products. 
New orders for future delivery of 
Burroughs equipment in the 
United States during the first six 
months of 1950 were more than 
10% above the corresponding per- 
iod of last year, with the highest 
volume having been attained in 
June. 

These current orders do not 
lave an immediate effect upon 
venue, because of the time 
lormally required for delivery to 
tustomers. At the present time, 
towever, production schedules are 
ing increased as rapidly as pos- 
‘ible to meet the higher level of 
lemand. ' 
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Progress was made since the 
beginning of 1950 in the develop- 
ment of the company’s production 
facilities abroad, to supply the 
needs of foreign marketing areas 
whose purchases from the United 
States have been restricted as a 
result of dollar shortages. In ad- 
dition, export shipments of Bur- 
roughs products from domestic 
plants during the first half of this 
year were 20% above the same 
period last year. 

Inventories on June 30, 1950, 
totaled $18,750,275 as compared 
with $23,982,976 on June 30 last 
year. Cash and negotiable securi- 
ties on hand at the close of the 
first half of 1950 totaled $8,025,- 
922 as compared with $8,171,634 
on the same date in 1949. Work- 
ing capital on June 30, 1950 was 
$25,701,482 as compared with 
$25,699,560 a year ago. 

As with business generally, 
Burroughs immediate future de- 
pends upon the course of world 
affairs, but as a result of the in- 
tensive improvement program of 
the past three and one-half years, 
the company is in a more sound 
position than ever. 

Earnings for the full year of 
1949 were $1.50 a share, compared 
with $2.52 in 1948. 

Dividends last year totaled 90c 
a share which included an extra, 
and 20c quarterly has been paid 
thus far this year. 


Lehman Corporation 
“As I am interested in closed-end in- 
vestment companies, please report net 
asset value of Lehman Corporation, also 





recent operating results and important 
recent changes in company’s portfolio. 
C. B., Dugger, Indiana 


Net asset value of $54.76 per 
share of capital stock of Lehman 
Corporation as of September 30, 
1950, compared with $50.58 per 
share three months earlier. 

Net ordinary income for the 
quarter amounted to $1,029,195, 
as compared with $933,642 in the 
corresponding quarter of 1949. 
During the quarter just ended, net 
realized profit on investments 
totaled $2,228,145, as compared 
with $584,166 in the 1949 quarter. 
The corporation has 1,946,777 
shares of capital stock outstand- 
ing. 

Cost of securities purchased 
during the quarter was reported 
as $3,662,046, while proceeds from 
securities sold amounted to $7,- 
951,035, both exclusive of U. S. 
Governments. A majority of the 
sales were of securities of public 
utility companies. Net unrealized 
appreciation of portfolio securi- 
ties as of September 30, 1950 was 
$38,214,359, an increase of $5,- 
466,934 in the period. 

Common _ stocks’ constituted 
78.9% of net assets at the quart- 
er’s end with U. S. Government 
bonds and net cash items of $17,.- 
603,793 representing 16.5%. 

New holdings of common stock 
acquired were 14,100 shares Pitts- 
burgh Consolidation Coal, 10,000 
shares International Nickel and 
4,000 shares Smith Kline & 
French. Added to previous hold- 
ings were 6300 shares Food Ma- 
chinery and Chemical, 6400 shar- 
es Delhi Oil and 2,000 shares 
Charles Pfizer & Company. Also 
acquired were 1,200,000 Govern- 
ment of Canada 134,% bonds due 
November 1, 1951. 


Common stocks of eighteen uti- 
lity companies were sold in whole 
or in part. The more important of 
these were the entire holdings of 
30,000 shares North American 
Company and 19,500 shares of 
Niagara Mohawk Power; also re- 
ductions of 11,800 shares of Pub- 
lic Service of Indiana, 25,000 
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shares Southern Company and 
15,000 shares United Gas. Also 
eliminated from the _ portfolio 
were 10,000 shares of Standard 
Gas & Electric $4.00 preferred. 

The entire holding of 5,000 
shares of Coca Cola was sold. Sale 
of 8,000 shares of United Fruit 
brought holdings to 20,000 shares ; 
sale of 15,000 shares of Louisiana 
Land & Exploration left 35,000 
shares in the portfolio and sale of 
4100 shares of American Can re- 
duced holdings to 4900 shares. 

Earnings for the fiscal year 
ended June 30, 1950 were $2.18 a 
share, compared with $2.36 in the 
preceding year. 

Dividends thus far this year 
were $4.45 per share against $1.62 
in 1949. These figures exclude 
$2.22 in 1950 and $1.62 in 1949 
from capital gain. 


Alexander Smith & Sons 
Carpet Company 
“As a long time subscriber to your 
magazine, I would appreciate receiving 
late earnings report of Alexander Smith 
& Sons Carpet Company and also divi- 
dend payments this year.” 
I. R., Fort Lauderdale, Florida 


Alexander Smith & Sons Carpet 
Company reported consolidated 
net sales of $67,254,560 for the 
nine months ended September 30, 
1950. This represents an increase 
of approximately 36% from sales 
of $49,488,228 in the first nine 
months of 1949. 

Consolidated earnings for the 
first nine months of 1950 were 
$4,066,429, equal after preferred 
dividends, to $4.05 per share of 
common stock. In the comparable 
period last year, earnings were 
$671,919 or 41¢ per common 
share. These figures are after 
making provision for taxes at ex- 
isting normal rate, and do not in- 
clude any provision or possible re- 
troactive increases in corporate 
taxes based on income. 


Consolidated net sales for the 
third quarter of 1950 were $26,- 
523,225 compared with $15,008,- 
297 for the same period of 1949. 

Earnings for the fiscal year 
ended December 31, 1949 were 
$1.19 a share, compared with 
$7.16 in 1948 and $5.75 in 1947. 

Quarterly dividends of 30¢ per 
share and an extra of 50¢ per 
share were paid on the common 
stock this year making total pay- 
ments of $1.70 a share against 
$1.60 paid in 1949. 

Prospects over coming months 
appear favorable. 
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General Portland Cement Co. 


“I know the demand for cement has 
been strong in recent years and pros- 
pects should be favorable over the com- 
ing year. Therefore would be interested 
in securing information as to recent 
sales volume and net income of General 
Portland Cement Company which is list- 
ed on the New York Stock Exchange.” 


C. D., Indianapolis, Ind. 


Net earnings of General Port- 
land Cement Company for the 
nine months ended September 30, 
1950, totaled $4,571,300 after pro- 
vision for Federal income taxes, 
compared with $3,920,700 for the 
corresponding period of 1949. 

Based on 1,039,971 shares of 
common stock outstanding, these 
earnings equaled $4.40 a share, 
compared with $3.77 a share for 
the similar period in 1949. Net 
sales for the nine months just 
ended totaled $18,427,400, as 
against $15,867,600 for the corre- 
sponding period last year. 

General Portland Cement dur- 
ing the third quarter ended Sep- 
tember 30, 1950, earned $1,591,- 
200, equal to $1.53 a share, com- 
pared with $1,372,900 or $1.32 a 
share during the corresponding 
quarter last year. Net sales during 
the latest quarter totaled $6,597,- 
300, as against $5,482,200 for the 
like quarter of 1949. 

The company’s provisions for 
Federal income taxes applicable 
to 1950 income have been com- 
puted at the new corporate rates 
made effective by the Revenue Act 
of 1950. The increase in such 
taxes for the nine months of 1950, 
over the taxes computed on the 
basis of the prior rate at 38%, 
amounts to $310,000 or 29¢ a 
share. 

The company’s earnings are 
subject to year-end audit adjust- 
ments and to any further income 
or excess profit taxes which may 
be enacted by Congress and made 
applicable to 1950. 

Earnings for the full year of 
1949 were $5.05 a share, com- 
pared with $4.22 in 1948. 

Dividends including extras to- 
taled $2.50 a share in 1949 and 
50¢ quarterly has been paid thus 
far in the current year. 


Froedtert Grain & Malting Co. 


“Please furnish information as to re- 
cent annual sales volume, net income 
and financial position of Froedtert 
Grain & Malting Company.” 


P. G., Lima, Ohio 

Froedtert Grain & Malting 
Company had net income after all 
charges of $1,749,322 for the 
fiscal year ended July 31, 1950. 
This was equivalent to approxi- 


mately 26 times preferred stock 
dividend requirements and t 
$1.78 per share of common stock 
outstanding. 

These earnings were the second 
highest in the company’s history, 
exceeded only by the previous 
fiscal year’s net income of $3,299. 
204 which was equivalent ty 
$3.43 per common share outstand. 
ing at the year-end. However, 
earnings of the previous fiscal 
year were affected by the adop. 
tion of the “last-in first-out” 
method of inventory valuation. 

Dollar sales volume of the com. 
pany in fiscal year ended July 31, 
1950 was $29,820,416, a decrease 
of $3,294,272 from the previous 
year. Of this approximately 10% 
decrease, 4% represented a de. 
crease in shipment volume and the 
balance represented a decline in 
barley prices and resultant malt 
prices. The business of the com. 
pany is essentially one of proces. 
sing raw material over whose 
price it has no control; conse. 
quently the changes in dollar sales 
volume from one year to another 
are primarily attributable to the 
varying price of barley, whereas 
profits bear a more direct rela 
tionship to the number of bushek 
shipped. 

Current assets of the company 
at the end of the fiscal year 
totaled $10,446,243 against cur. 
rent liabilities of $3,087,503, leav- 
ing net working capital of 
$7,358,740. 

During the year $96,150 par 
value of the company’s $2.2) 
cumulative preferred stock was 
retired pursuant to sinking funi 
provisions. 

Cash dividends on the common 
stock totaling $938,884 were de. 
clared and paid. This amounted to 
$1.00 per share on the commot 
shares outstanding during the 
year. 


M & M Wood Working Company 


“Please advise on the principal naturt 
of business of M & M Wood Working 
Company and also net income, financial 
position and sales volume.” 


G. R., Portland, Orego 


M & M Wood Working Com: 
pany is one of the nation’s largest 
producers of plywood and the 
largest manufacturer of doors 
For the fiscal year ended July 31, 
1950 earnings were $2,499,063 or 
$1.78 per share. 

Earnings for the fourth qual: 
ter ended July 31, 1950 totaled 
$1,083,190 or 77¢ per share %& 
compared to. $245,563 or 17¢ pet 

(Please turn to page 204) 
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The Latest Wave of 
Stock Splits 





(Continued from page 183) 


September quarter. In the circum- 
stances and considering that earn- 
ings in the first nine months were 
$a.80 a share on the split stock, it 
js hardly strange that National 
Stee1 shares at a recent price of 
46%, were 30.7% above their 1950 
pre-spilt level. 

Five successive years of high 
level earnings, an ample accumu- 
lation of working capital and a 
record surplus account recently 
brought a proposal by the direc- 
tors of B. #. Goodrich Company 
to split the common shares 3 for 
1. kor more than a year, some 
such action seemed natural, though 
perhaps at a lesser ratio. When 
the price of the shares advanced 
from their 1950 low of 69%4 to 
a peak of 116, though, room was 
provided for the more liberal 
terms. Since net earnings have 
averaged better than $12.50 per 
share on the present capitalization 
for the last five years, or $4.16 
after the proposed split, the sub- 
division seems entirely logical. 

Goodrich directors believe that 
markets for the equities will 
broaden subsequently, and prob- 
ably feel that quotations will more 
adequately reflect the actual value 
of the shares in relation to assets 
and earnings. While this company 
continues to expand, the major 
portion of its postwar improve- 
ments has been completed, thus 
probably permitting distribution 
of a larger share of earnings in 
the not distant future. For several 
years, Goodrich has retained about 
two-thirds of net earnings, thus 
could afford to establish more lib- 
eral dividend policies. 

In Container Corporation of 
America we have another example 
of conservative capitalization rel- 
ative to stature and earnings, in 
consequence of which, until lately 
at least, the shares may have been 
consistently undervalued price- 
wise. Although net earnings aver- 
aged close to $9 per share in the 
1946-49 period, in the past three 
years the price range for the 
shares was limited to high—4214, 
low—275, not too encouraging for 
many stockholders who subscribed 
A about 130,000 shares at 42 in 

46. 


With reported earnings of $7.54 
per share for nine months of the 


1950 


NOVEMBER 


18, 


current year, after allowance tor 
retroactive taxes, the directors 
thought it timely to propose a 2 
for 1 split up, partly accounting 
for a spurt in the share prices to 
a new high of 63%, although an 
advance in the quarterly dividend 
rate to $1 per share and declara- 
tion of a $1 extra aided in the rise. 
lf the price settles down to around 
30 after the effective date for the 
split, and. dividends seem secure 
at an annual rate of from $2 to 
$2.50, demand for the stock should 
expand with benefit to both the 
company and to present share- 
holders. 

Link Belt Company has estab- 
lished an excellent growth record 
and dividends have been paid reg- 
ularly since at least 1906. Prog- 
ress in postwar has been unusu- 
ally vigorous, with net earnings 
averaging around $9.10 a share 
and likely to remain close to this 
level in the current year, to judge 
from $6.18 earned for nine 
months. Fairly liberal dividends 
have been paid in recent years, 
and have totalled $6 per share 
thus far in 1950. Sizable amounts 
of stock are held by officers and 
employees of the company, but the 
number of total stockholders of 
6,195 at the end of 1949 seems 
moderate in view of the strong 
fundamentals of the business. 

In order to improve this situa- 
tion, the directors recently pro- 
posed a 2 for 1 stock-split that 
would double the present number 
of 819,779 shares of common rep- 
resenting the sole capitalization. 
Reflecting this move, or in antici- 
pation of it, the price of the shares 
established an historic high of 
8214 not long ago, but receded 
moderately thereafter. 

Both in size, annual volume and 
earnings, Wheeling Steel Corpora- 
tion has experienced dynamic 
growth in postwar. This producer 
of light steels has spent more than 
$40 million since 1945 to effect 
complete integration and to en- 
large capacity. In a period when 
demand has continued heavy, 
these substantial outlays have paid’ 
off handsomely as shown by aver- 
age earnings of better than $16 
per share on 569,559 shares of 
common stock outstanding in 
1947-49. 

In order better to capitalize im- 
proved earning power and ex- 
panded assets, the stock was split 
2 for 1 on May 16, 1950. On this 
readjusted capitalization, $8.64 
per share was earned in the first 
nine months of the current year, 


after increased taxes since Janu- 
ary 1. In view of the continued 
rise in earnings, the directors de- 
clared a 25% stock dividend on 
September 27, payable October 
25. Although this company ob- 
serves no regular quarterly divi- 
dend rate, a conservative 5U cents 
per share paid October 2 can be 
easily maintained, if not im- 
proved, on the enlarged number 
of shares. Marketwise, Wheeling 
Steel shares have reflected the 
subdivisions of capital quite nota- 
bly, with a recent quotation of 
2914 exceeding the pre-split price 
despite the 25% stock dividend. 

The instances we have discussed 
in the foregoing illustrate clearly 
the soundness of the split, gener- 
ally based on considerable expan- 
sion of assets and earning power, 
and this applies to virtually all of 
the other concerns listed in our 
tabulations. During the earlier 
stages of the bull market, there 
were numerous stock splits where 
similar justification was difficult 
to discover. Many were obviously 
undertaken for the purpose of fa- 
cilitating distribution of stock, or 
as Wall Street sometimes put it— 
for bailing-out purposes. This 
phase has ended some time ago. 
The current wave of splits is based 
on sounder reasons. 





Westinghouse Air Brake vs. 
New York Air Brake 





(Continued from page 176) 


cases indicating a very satisfac- 
tory status. 

Further evidence of liquidity is 
shown by the fact that cash and 
marketable securities accounted 
for 50.2% of total current assets 
held by New York Air Brake and 
69.2% by Westinghouse Air Brake 
at the end of last year. While such 
liquidity is outstanding, it is in- 
teresting to note that the higher 
percentage of Westinghouse is 
characteristic in times when vol- 
ume tends to recede. In 1949, for 
example, when sales receded to 
$76 million from $89.9 million in 
1948, inventories declined to $16.2 
million from $28.9 million, while 
aided by retained earnings, cash 
and marketable securities rose by 
almost $20 million. Under similar 
conditions, the liquidity of New 
York Air Brake also improved, 
but much less significantly. 

From an operating angle, it 

(Please turn to page 198) 
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HOW TO LIFT A MILLION POUNDS. This crane runway, whose structur 
steel was fabricated and erected by United States Steel for the Sa 
Francisco Naval Shipyard, is 730 feet long, 209 feet high, extends 162; fre 
feet over the water at each side. It can lift gun turrets and other hugf py 
sections weighing as much as 1,000,000 pounds. 


THE SOFTEST THING YOU CAN SLEEP ON IS STEEL. For solid comfort, yo 
can’t beat mattresses that have inner springs of steel. Especially if tl 
inner springs are made of U-S’S Premier Spring Wire, specially develope 
by United States Steel to give lasting resiliency and buoyancy to tk 
inner springs of sleep equipment and upholstered furniture. 








CLEANER THAN YOUR BEST CHINA. The inside of a 
food can is “surgically clean.’’ Sterilized in pro- 
cessing, it is cleaner and safer than any dish. 
The Department of Agriculture reports, ‘‘It is 
just as safe to keep canned food in the can—if 
the can is kept cool—as it is to empty the food 
into another container.” And, incidentally, did you 
know that “‘tin cans” are really about 99% steel? 








UNITED STATES STEEL CORPORATION of DELAWARE, 436 Seventh Ave., Pittsburgh 30, Pa. AMERICAN BRIDGE COMPANY « AMERICAN STEEL & WIRE COMPANY and CYCLONEFENGBIISION | 
NATIONAL TUBE COMPANY « OIL WELL SUPPLY COMPANY ¢ TENNESSEE COAL, IRON & RAILROAD COMPANY « UNION SUPPLY COMPANY © UNITED STATES STEEL EXPOMBDMPANY 
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NEW ICE CREAM IDEA. In certain parts of 
the country, you can now buy individu- 
ally packaged single servings of ice 
cream. They’re called ‘“‘Diced Cream”’... 
and they strike a new high in sanitation, 
economy and convenience. Diced Cream 
is made in machines fabricated largely 
from stainless steel—to assure maximum 
purity in the finished product. 
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STAINLESS STEEL GOES TO SCHOOL. What a change from the little red school- 
house! This new school in California embodies the latest features in school 
construction, including the use of U-S‘S Stainless Steel for architectural trim. 
The stainless trim resists atmospheric corrosion, harmonizes with the building 
design. United States Steel produces steel of all kinds for such buildings . . . 
continuing its number-one job of helping to build a better America. 

TRADE MARK 

Listen to... The Theatre Guild on the Air, presented every Sunday evening by United States Steel. 
National Broadcasting Company, coast-to-coast network. Consult your newspaper for time and station. 


and this label is your guide to quality steel 


UNITED STATES STEEL 
Hebring Py) Py, oe, 


YCLONEFENABIISION © CARNEGIE-ILLINOIS STEEL CORPORATION * COLUMBIA STEEL COMPANY * CONSOLIDATED WESTERN STEEL CORPORATION * GERRARD STEEL STRAPPING COMPANY 
STEEL EXPONBMPANY » UNITED STATES STEEL PRODUCTS COMPANY » UNITED STATES STEEL SUPPLY COMPANY © UNIVERSAL ATLAS CEMENT COMPANY « VIRGINIA BRIDGE COMPANY 
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seems clear that the broader and 
more strongly developed diversi- 
fication of the Westinghouse con- 
cern gives it an advantage in 
creating an annual volume dis- 
proportionate to its share of the 
air brake business. Sales of $76 
million in 1949 compared with 
$15.5 million for New York Air 
Brake. By spreading overhead 
over more sizable volume, and 
perhaps by other operating ad- 
vantages, Westinghouse last year 
established an operating margin 
of 18.4% against 12.9% by New 
York Air Brake, and for some 
years has maintained a somewhat 
similar spread. 

Earnings of Westinghouse from 
operations, amounting to $14 mil- 
lion, were supplemented by about 
$2.5 million additional revenues 
from dividends, interest, royalties 
and non-recurring profits of 
various kinds. The company de- 
rives income from several long 
established subsidiaries in Europe 
and from licensed manufacturers 
in many foreign countries. New 
York Air Brake’s supplementary 
income, on the other hand, is quite 
limited. 


After allowance for taxes in 
1949, the Westinghouse concern 
reported net earnings of $9.9 mil- 
lion or $3.14 per share, compared 
wth $1.27 million for New York 
Air Brake, or $4.91 per share, the 
varying number of shares out- 
standing accounting for the seem- 
ing paradox in per share net. Ex- 
pressed in another way, Westing- 
house earned 13.1% on sales ver- 
sus 8.1% for its competitor. From 
our table it will be seen that over 
a ten-year period, net earnings of 
the smaller company have aver- 
aged $4.36 a share compared with 
$2.48 for Westinghouse. 

To judge from nine months 
earnings of the two concerns in 
1950, a comparison with the same 
period of 1949 would appear un- 
favorable, but marked improve- 
ment in the September quarter 
this year, and probably in the final 
three months suggest that full re- 
sults for 1950 may closely match 
those of a year earlier. Through 
September of this year, Westing- 
house Air Brake earned $2.05 per 
share compared with $2.73 in the 
same span of 1949, but increased 
tax rates somewhat distorted the 
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picture. The same applies to New 
York Air Brake, which reported 
a net equal to $3.69 a share com. 
pared with $4.38 the year before, 

Looking back to prewar years, 
many of which were marked by 
relatively scant buying of air 
brake equipment by the railroads, 
it is interesting that by very eff. 
cient management, Westinghouse 
Air Brake operated profitably in 
every year of the 1930-40 period, 
except for a modest deficit in. 
curred in 1932. The experience of 
New York Air Brake in the same 
interval varied more significantly, 
since operations were slightly in 
the red for five years in the pre. 
war decade, when volume fell be. 
low the break-even point. 


Dividend Record 


In regard to the dividend ree. 
ords of the two concerns, there 
have been considerable difference 
in their long term policies. Strong 
finances and average favorable 
earnings enabled Westinghouse 
Air Brake to pay some dividends 
in every year since 1875. Pay- 
ments by New York Air Brake 
lapsed in the 1932-35 period, but 
for ten years prior they were con- 
sistently maintained, as well as in 
all following years to date. In both 
instances, the record engenders 
confidence in future dividend sta- 
bility, but more strongly with 
Westinghouse whose ample cash 
resources have permitted divi- 
dends in some years to exceed cur- 
rent earnings, and an average dis- 
tribution of about 72% of net 
earnings in the past ten years, 
compared with 62% by New York 
Air Brake. 

Thus far in 1950, New York Air 
Brake has declared total divi- 
dends of $2 per share, including 
50 cents a share payable Decem- 
ber 1, and there may be time for 
an extra before the year closes. 
Ten-year average dividends of 
this concern have come to $2.55 
per share. Westinghouse Air 
Brake Company recently supple 
mented quarterly dividends of 50 
cents with an extra of 50 cents per 
share payable December 15, mak- 
ing a total of $2.50 for 1950. Divi- 
dends have averaged $1.82 per 
share in the past decade. In 1941 
and 1948, dividends of $3 per 
share were paid. 

Because of traditional instabi- 
lity in the primary markets both 
of these companies serve, thelr 
shares tend to be rather volatile in 
price. This has been pretty well 
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shown by a 1950 price range of 
high-3914, low—2434, for New 
York Air Brake while for Wes- 
tinghouse Air Brake the high was 
3314 and the low—245%. At a re- 
cent price of 321%, the Westing- 
house shares yield 7.7%, based 
on total dividends, including the 
vear end extra, declared in 1950. 
A price-earnings ratio of 10 for 
this concern is presently shown. 
At 3614 the New York Air Brake 
shares are selling at 6.6 times this 
year’s estimated earnings and 
yield 5.4%, thus evidently dis- 
counting the probability of im- 
proved dividends. 

While both of these equities 
have a measure of appeal both on 
background and prospects, Wes- 
tinghouse Air Brake seems to 
have the more satisfactory funda- 
mentals, including broader prod- 
uct diversification and a research 
division that should continue to 
develop new items. That apprecia- 
tion potentials for both issues, 
however, are not lacking is shown 
by recent market action of their 
shares. The 1946 high of Westing- 
house Air Brake was 413%,, that of 
New York Air Brake 6914. 





A Re-Appraisal of the 
Distilling Industry 





(Continued from page 181) 


encouraging manner and there 
seems ample room for improving 
the 30 cents a share quarterly di- 
vidends paid thus far in 1950, es- 
pecially since finances are strong 
and $90 million of funded debt 
constitute a relatively moderate 
burden. 

At this writing, Schenley In- 
dustries, Inc. has not issued its 
annual report for the fiscal year 
ended August 31, 1950, but net 
earnings have been preliminarily 
stated at $8.47 per share. This 
represents a gain of 57% over the 
previous year’s $5.38 per share, 
probably influenced by a sharp 
spurt in sales during July and 
August. In proportion to annual 
sales of $461 million in fiscal 
1949, Schenley had the largest in- 
ventories of aged whiskies in the 
entire industry. The company re- 
cently lifted the prices on several 
of its brands, in contrast to re- 
duced quotations on those of some 
competitors. 

If a spread in military activi- 
ties should lead the Government 
to demand much larger produc- 
tion of industrial alcohol by the 


NOVEMBER 18, 1950 


The lights are on now in 
Pure Oil's new laboratories 





Main entrance of Pure Oil’s new research center: 140 landscaped acres, five build- 
ings, almost 90,000 square feet of working area for chemistry and physics laboratories, 
an automotive laboratory, chemical engineering laboratory, and other facilities. 





On October 1, The Pure Oil Com- 
pany formally opened its new 
Research and Development Labora- 
tories in Crystal Lake, Illinois. 

This impressive new facility is the 
latest accomplishment in Pure Oil’s 
program of expansion in all phases 
of its integrated operation—produc- 
ing, refining, transporting and mar- 
keting. 


In the automotive laboratory: “knock 
engine” determines gasoline anti-knock 


efficiency. 


In the chemical engineering labora- 
tory: pilot plants three stories tall 
prove out refining methods. 


2 a 
i 


Pure Oil—long a pioneer and 
leader—now will be able to contrib- 
ute more and more to the develop- 
ment of new methods and processes 
for producing and refining crude oil, 
as well as the development of new 
and better products. 
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Would you like to 
Boeing Airplane check your wartime 
Caterpillar Tract. INVESTMENT 


Inter. Paper strategy with that of 
Bucyrus Erie Babson’s? If so, sim- 
National Steel ply check the stocks 
United Corp. u own, OR LIST 
Borg-Warner' OTHERS YOU 
Penn. Railroad OWN OR INTEND 
Southern Railway TO BUY, and mail 
Am. Tel. & Tel. this ad to us. We 
Socony-Vacuum will tell you if clients 
Pub. Serv. E. & G have been advised to 
American Tobacco HOLDor SELL 
So. Calif. Edison them. 
. Edison 
R.C.A (Please print your 


Curtiss-Wright 
Southern Pacific 


name) 





Chrysler No cost 
Comm. Edison or obligation. 
General Motors 

General Electric Write Dept. 
Coca-Cola M-93 


BABSON’S REPORTS 


Wellesley Hills 82, Mass. 








THE TEXAS COMPANY 


193rd 


Consecutive Dividend 
and Extra Dividend 


A regular quarterly dividend of 
$1.00 per share and an Extra 
dividend of $1.50 per share on the 
Capital Stock of the Company 
have been declared this day, pay- 
able on December 9, 1950, to stock- 
holders of record at the close of 
business on November 10, 1950. 








The regular quarterly dividend of 
$1.00 per share, which is now 
being paid on December 9, 1950, 
would ordinarily be paid on Jan- 
uary 2, 1951. 

The stock transfer books will re- 
main open. 

Rosert FisHer 


Treasurer 


October 27, 1950 
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distillers, Schenley would be well 
fortified by its sizable stocks of 
aged liquors. The company also 
handles a diversified line of other 
beverages some of which are im- 
ported from Europe. 

An excellent dealer organiza- 
tion distributes not only such 
prominent brands as Golden Wed- 
ding, Three Feathers, Schenley 
and Ancient Age whiskies, but 
items like Silver Wedding gin 
and numerous California wines, 
from company-controlled  vine- 
vards. Its stake in the beer busi- 
ness is represented by ownership 
of the Blatz brewery in Mil- 
waukee. The company also en- 
gages in the manufacture of peni- 
cillin and animal feed by-prod- 
ucts. Schenley’s current quarterly 
dividends of 50 cents per share on 
the 5 to 4 split stock seem very 
dependable. 


National Distillers 


National Distillers Products 
Corporation, ranking third in the 
industry, has an unusually strong 
trade position, and like Schenley 
has broad lines to offer. In the 
higher priced brackets are the 
widely known “Old Grandad”, 
“Bellows”, and “Old Overholt”, 
followed by medium priced blends 
such as “PM” and “Mt. Vernon”. 
Supplementing these leaders are 
“Gilbey’s Gin’, “White Rock” 
beverages and Italian Swiss Col- 
ony wines. Only a few months ago 
the company opened a large new 
chemical plant to produce metal- 
lic sodium and chlorine, thus 
further attaining diversification 
as well as enhancing earnings po- 
tentials. National Distiller’s earn- 
ings have been unusually stable 
for a number of years and in 1950 
should about equal the $3.03 per 
share reported in 1949, after al- 
lowing for the increased tax rates. 
Quarterly dividends of 50 cents a 
share should be maintained. 

Hiram Walker-Gooderham & 
Worts, Ltd., a Canadian concern, 
sells about one-eighth the whiskey 
and one third the gin consumed 
in the United States. The com- 
panv operates the world’s largest 
distillery in Peoria, Illinois, pro- 
ducing in this plant the major 
portion of its 208,000 gallons 
daily capacity. To judge from 
sales of $242.5 million for nine 
months ended May 31, 1950, total 
volume for the fiscal year ended 
August 31 was well above the 
$294 million for fiscal 1949. Net 
earnings of $6.98 per share in the 





first three quarters of fiscal 1959 
also point to substantial improve. 
ment. Under present conditions 
the company’s outlook is quite en. 
couraging, especially as large 
stocks of mature or aging whis. 
kies have been accumulated. Quar. 
terly dividends of 60 cents a share 
were paid through September, 
but on December 15, 75 cents plus 
an extra of $1 will be paid, mak. 
ing a total of $3.55 a share in 
1950. 

In view of the industry’s pres. 
ent position and indicated out. 
look, better grade liquor stocks in 
our view hold considerable specu. 
lative appeal despite the rise they 
had from their 1950 lows. As a 
group, these shares are still about 
30% below their 1946 top point. 
ing to further appreciation under 
propitious market conditions. Be. 
cause of their valuable inven. 
tories, shares of distilling com. 
panies have been favored by the 
inflation-conscious, but we think 
they have merit also purely from 
an earnings and yield standpoint. 





Another Look At 
The Drug Industry 





(Continued from page 179) 


gains in 1950 thus can be foreseen 
for the majority of drug manv- 
facturers and the sales outlook for 
1951 is equally promising, the 
profit outlook for that year is less 
well defined because of tax uncer- 
tainties, particularly pertaining 
to excess profits taxes, should such 
a levy be enacted by Congress. The 
proprietary companies appeal 
reasonably well situated with re- 
spect to exemptions under EPT. 
But the manufacturers of ethi- 
cals, with a sharper earning: 
growth pattern, are less well pro- 
tected in most cases. However, 
even under fairly severe excess 
profits taxes, current dividend 
rates of most companies should be 
adequately covered. 

Development of new products 
stimulated market action of the 
ethical group during the forepart 
of this year but subsequently was 
less impressive because of the 
threat of EPT. The market 1} 
likely to continue to appraise these 
issues mainly for growth possibi- 
lities and above average stability. 
The latter is the principal factor 
shaping market action of the pro- 
prietary group. This should find 
particular expression in declining 
markets. 
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How Europe Fights 
Resurgent Inflation 





(Continued from page 173) 


high private investments in new 
plants and industries. Inflation 
there, therefore, will have to be 
attacked from several directions. 

The measures introduced last 
month in the Parliament call for 
the re-imposition of controls over 
capital issues and scarce basic ma- 
terials, a 20 per cent cut in the 
public works program, some sort 
of excess profits tax, the blocking 
of the purchasing power of the 
wool-growers through pre-pay- 
ment of income tax, and the rais- 
ing of the luxury and sales taxes. 
However, as the London Econo- 
mist points out, each of these 
measures “‘is apparently to be used 
as far as political susceptibilities” 
allow. 





Let’s Keep Keynes Out of It! 





(Continued from page 167) 


Since our fiscal planning must 
be long range, since the tax pro- 
gram must produce much more 
revenues and since we must be 
careful not to discourage produc- 
tion, savings and investment, it is 
particularly essential that any 
new tax measures conform to a 
high standard of tax fairness. 
Inequities such as those implied in 
an attempt to “siphon off surplus 
purchasing power” can in the long 
run have grievous consequences 
economically as well as socially. 
Practiced over a prolonged period, 
they can readily kill the private 
enterprise system and open the 
gates wide to socialism or worse. 
Moreover, no sensible tax planner 
would exhaust the available tax 
ammunition at this stage. 


Cut Non-Essential Government 
Spending 


What is required now is above 
all a drastic pruning of all non- 
essential Government  expendi- 
tures; in this manner, it is esti- 
mated, we might save some $6 bil- 
lion a year. There should be every 
effort to avoid waste in military 
and any other spending. There 
should be as little interference 
with civilian production as com- 
patible with the defense effort. to 
maintain the highest possible 
civilian output so as to produce 
the biggest possible tax take for 
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the world's supply. 


very valuable guide. 
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The First Detailed Study 
of the Asbestos Industry 





A recent survey of the growth, development and potentialities 
of the asbestos industry in Canada, producer of almost 70% of 


You'll find a factual description of asbestos 
itself, its industrial uses, and a detailed survey of the industry. 
There is included therein a complete listing of present and a 
partial list of potential Canadian producers—and your position 
as an investor with such producers. 


If you presently participate, or have ever contemplated such an 
investment, if so, this impartial, factual study will serve you as a 


Send for your copy 
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21 King Street East (Suite 209), Toronto, Ontario. 


Please send me ...... copy/copjes of ‘‘Asbestos in Canada’"’ 


Enclosed find cheque/cash to the amount of $........+..-- 
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“Asbestos in Canada,” 
printed in 1950, was pre- 
pared for and published 
by Surveys & Forecasts. 





at $1.00 


sSSeeeeeeBeee2eaeeeeeeeenas 





the Government without resort to 
excessive or confiscatory taxation. 
In this way we stand a fair chance 
of keeping the budget balanced, or 
holding deficits to a minimum. 
From a fiscal standpoint, mea- 
sures to “siphon off surplus pur- 
chasing power” are not needed 
now. There is no justification for 
it from the standpoint of curbing 
inflation. Apart from the effect of 
excessive or inequitable taxation 
on public and individual morale, 
an important aspect—from an in- 
flationary standpoint—is that high 
taxes usually tend to raise prices. 
They are inflationary in them- 
selves in that they tend to be 
shifted to employers (the process 
is already going on as far as the 
latest tax boost is concerned), and 


the employer in turn is adding the 
cost to prices. That, too, is pres- 
ently going on. 

In many other ways, and that 
includes social aspects, connota- 
tions of “compensatory taxation” 
are definitely menacing in that it 
will merely intensify the “leveling 
down” process already going on 
under Fair Deal policies. Perhaps 
that is why it is advocated, but 
again we say: Let’s keep Keynes 
out of it! His theories haven’t 
worked too well elsewhere. Just 
look what happened in England. 

Few except deep-died Fair 
Dealers would advocate our going 
the same road. The hope is that 
the “new” conservatism expected 
from the next Congress will see to 
it that common sense prevails. 
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IMPERIAL OIL LIMITED 


Imperial Oil Building 
Toronto 1, Ontario 


NOTICE TO SHAREHOLDERS AND 
HOLDERS OF SHARE WARRANTS 


A dividend of 30c per share, payable in 
Canadian funds, has been declared on the 
outstanding shares of the Company, payable 
December Ist, 1950. Registered shareholders 
of record November 16th, 1950, will receive 
dividends by cheque. Dividends in respect 
of share warrants will be paid on or after 
December Ist, 1950, by The Royal Bank of 
Canada on presentation of coupon number 75. 

Transfer books will be closed from Novem- 
ber 17th to November 30th inclusive, 1950. 
Dividends payable to non-residents may be 
converted into foreign currencies at the rate 
prevailing on date of presentation. 


BY ORDER OF THE BOARD 


Colin D. Crichton, 
General Secretary 


November 2, 1950 
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YOU GET THE GOOD THINGS FIRST FROM CHRYSLER CORPORATION 





DIVIDEND ON 
COMMON STOCK 


The Directors of Chrysler Corporation 
have declared a dividend of two 
dollars ($2.00) per share on the 
outstanding common stock, payable 
December 12, 1950 to stockholders 
of record at the close of business 
November 15, 1950. 


B. E. HUTCHINSON 
Chairman, Finance Committee 











FIRTH 


COMPANY 


DIVIDEND NOTICE 
The Board of Directors has this day 
declared a regular quarterly dividend 
of $1.25 per share on the outstanding 
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CARPET 


> NEW YORK,N.Y. 





able Dec. 1, 1950 to stockholders of 
record Nov. 15, 1950. A dividend of 
thirty cents ($ .30) per share and an 
extra of twenty-five cents per share 
have been declared on the Common 
Stock, payable Dec. 1, 1950 to stock- 
holders of record Nov. 15, 1950. The 
transfer books will not close. 
W. HARTS, JR. 
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November 2, 1950. 
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The New York Central Railroad Co. 
New York, November 8, 1950. 
A dividend of One Dollar ($1.00) per share 
on the capital stock of this Company has 
been declared payable December 27, 1950, at 
the Office of the Treasurer, 466 Lexington 
Avenue, New York 17, N. Y., to stockholders 
of record at the close of business November 
24, 1950. G. H. HOWE, Treasurer. 
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Time Table for Controls 





(Continued from page 162) 


in home construction will bring 
rather deep cuts in demand for 
building materials. 

It is estimated that as a result, 
makers of plumbing fixtures face 
a reduction in sales of more than 
50% if home building falls one- 
third. Lumber demand is likely 
to drop 15% (prices are already 
down 50% at the mill). Brick and 
other construction materials such 
as gypsum and asbestos prod- 
ucts may be down 25% to 30%. 
Little wonder that restrictions are 
already producing many com- 
plaints. 

The construction industry ob- 
jects to the scope of the ban on 
amusement places, as well as to 
the severity of credit curbs. The 
latter are also under attack by 
auto and appliance dealers, by 
retail interests, even by manufac- 
turers. Tire producers would like 
more leeway in the use of natural 
rubber. Galvanizers dislike the 
heavy government stockpiling of 
zinc; they say that not much zinc 
is needed for arms manufacture, 
but that stockpile buying threat- 
ens output of galvanized steel 
products. 

As controls increase, complaints 
are apt to multiply, but their suc- 
cess in reversing control decisions 
is extremely doubtful. The simple 
reason is that we cannot build 
adequate security without cutting 
into the “‘butter.” 

If, nevertheless, the election 
outcome has the effect of a more 
cautious and considered approach 
to controls, it will be all to the 
good. As initially stated, the scope 
and fate of the economic control 
program will depend largely on 
the strength of the inflationary 
ferces over the next few months 
and the extent to which the Presi- 
dent exercises the powers granted 
under the Defense Production 
Act. 

An interesting prospect is that 
while only the wage and price 
ceiling, labor disputes and con- 
sumer and real estate credit con- 
trol sections of this law expire 
next June 30, the entire measure 
is expected to be thrown open for 
review when these _ provisions 
come up for extension. Barring 
an unexpected change in the out- 
look, all major parts of the Act 
should be maintained though the 
new Congress may take a more 


= = 
INITIAL CASH 
DIVIDEND NOTICE 


The Board of Directors of the 
Company has declared an ini- 
tial cash dividend of twenty- 
five cents (25¢) per share on the 
common stock of the Company, 
payable December 15, 1950, to 
stockholders of record at the 
close ‘of business on November 
15, 1950. 


ama: Secretary 


October 30, 1950 















TEXAS EASTERN | 
TRANSMISSION CORPORATION 
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CURRENT DIVIDEND 


3 INSURED 
%o SAFETY 
IN THE SAFE, SOUND MIDWEST 
Write For Financial Statement 
UNITED FEDERAL 


SAVINGS & LOAN ASS’‘N 


718 Locust, Des Moines, lowa 














ELECTRIC BOAT COMPANY 


445 Park Avenue 
New York 22, N. Y. 


The Board of Directors has this day 
declared a dividend of twenty-five cents 
per share on the Common Stock of the 
Company, payable December 8, 1950, to 
stockholders of record at the close of 
business November 17, 1950. 

Checks will be mailed by the Bankers 
Trust Company, 16 Wall Street, New York 
15, N. Y., Transfer Agent. 

R. P. MEIKLEJOHN 
Treasurer 


October 26, 1950 














AMERICAN. Standard 
Rapiator Sanitary 
Vow York CORPORATION Prttsburgh 


PREFERRED DIVIDEND 
COMMON DIVIDEND 


A quarterly dividend of $1.75 per share 
on the Preferred Stock has been declared, 
payable December 1, 1950 to stockholders 
of record at the close of business on No- 
vember 22, 1950. 

A dividend of 25 cents per share and a 
svecial dividend of 50 cents per share on 
the Common Stock have been declared, 
payable December 15, 1950 to stock- 
holders of record at the close of business 
on November 22, 1950. 

JOHN E. KING 
Treasurer 
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Adjust Your Investment Program 


—To Take Advantage of New Investment Bargains 


peers changes may be advisable in your security 
holdings—your investment policy—as individual com- 
panies are affected by allocations, controls, increased 
taxes, military orders, price adjustments. Now is the time 
to turn to The Investment and Business Forecast for 
specific advice on your stocks—which to hold—which to 
discard—and for a sound investment program fitted to 
today’s conditions. 


1. When to Buy and When to Sell 
Our weekly market forecast . . . with chart of daily 


action ... projects the trends and basic forces at work. 
Definite market advice is then 


3. Programs Fitted to Your Needs 


Securities selected are carried under our continuous 
supervision in specialized programs suited to your capi- 
tal, wishes and objectives. There are three programs: (a) 
Stressing Security of Principal and Assured Income— 
with Appreciation; (b) Dynamic Securities for Capital 
Building with Higher Dividend Potentials; (c) Low- 
Priced Opportunities for Large Percentage Profits. Each 
program comprises a fixed number of securities and it is 
our aim to have you contract or expand your position as 
we anticipate pronounced market weakness or strength. 
Sound selection and timing key- 








given which you can apply to 
your independent holdings and 
to our recommendations. In- 
cluded . with graphs ... 
are Dow Theory Interpreta- 
trons of Major and Intermedi- 
ate Trends; also of our special 
Market - Support Indicator 
measuring supply and demand. 1951 
The latter has been highly ac- 
curate in the past...and shows 
significant indications at this 
time. 

advance. 





2. Definite Advices on Intrin- 





ENROLL NOW ... For Our New 
Security Recommendations 


Join our Service today to be ready to take 
full advantage of our new selections of out- 
standing investment bargains under the war- 
economy outlook for 1950—and looking to 
. It is important to participate in our 
investment campaigns from their start—since 
we time our new purchases carefully and 
individual stocks can score substantial per- out. 
centage rises on the initial phase of their 


note FORECAST SERVICE. 


4. Continuous Consultation 
You are welcome to consult us 
. by mail or by wire ... on 
securities in which you are in- 
terested . . . as many as 12 at 
a time ... to place and main- 
tain your portfolio on a sound 
basis. We will advise you what 
to hold .. . switch... or close 


A Plus Service . . . These con- 
sultation privileges alone can be 














sically Sound Issues 
All recommendations must meet our rigid evaluating 
factors in regard to: (a) Strategic position in a Mobilized 
Economy; (b) Financial Strength; (c) Proven Earning 
Power: (d) 6% to 7% Yields Amply Supported by Earn- 
ings. We also specialize in the selection of growth situa- 
tions in Low-Priced Stocks for Large Percentage Gains. 
Technical as well as fundamental factors are carefully 
considered as it is our steadfast policy to have you stra- 
tegically time your commitments. This overall analysis is 
fully applied to all selections . . . bonds and preferreds 
as well as common stocks. 


worth hundreds and thousands of 
dollars to you in concentrating in potential leaders . . . in 
stable investment situations . .. in avoiding laggards... 
in keeping your position adjusted to the market’s outlook, 
as we build a strong military arm backed by organized 
industry. 


Enroll NOW for the protection and advantages of Fore- 
cast Service . . . especially in coming decisive market 
phases. At this time, you also have the advantage of our 
Special Offer of Free Service to December 18. Mail the 
coupon below today. 








Mail Coupon 


FREE SERVICE TO DECEMBER 18, 1950 








Joday. ! 
Special Offer 
6 MONTHS’ $60 


SERVICE 


MONTHS’ 
12 SERVICE $100 


Special Delivery: 0 
~) $8.00 one year. 


| 
| 
| 
| 
| 
| 
Air Mail: 
| 
| 
l 
| 
| 
| 
| 


Bean tesa es eas adc esate a ae esdo wu deere cee tea eT Eee tee 
Complete service will start at MAAN MMN oe 04 Ton a eS IE ANS Si a, A ee ee ede ana 
pticse but date from December 18. CN ret er RRR ie eet petty nas essed State 
Subscriptions to The Forecast Your subscription shall not be assigned at List up to 12 of your - seourities for our 
are deductible for tax purposes. any time without your consent. imiti and y report. 


THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 


I enclose [J $60 for 6 months’ subscription; [] $100 for a year’s subscription. 
(Service to start at once but date from December 18, 1950) 


O $1.00 six months; 
one year in U. S. and Canada. 
$4.00 six months; 


SPECIAL MAIL SERVICE ON BULLETINS 


OO $2.00 0 Telegraph me collect in anticipation of 
important market turning points... when 
to buy and when to sell...when to ex- 
pand or contract my position. 





NOVEMBER 18, 1950 
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Re rs 

CONTINENTAL 
LO ST TTL IELTS TRI 
C CAN COMPANY, Inc. 

’ 

A regular quarterly dividend of fifty 
cents (50¢) per share and an extra divi- 
dend of thirty cents (30¢) per share on 
the common stock of this Company has 
been declared payable December 15, 
1950, to stockholders of record at the 


close of business November 24, 1950. 
Books will not close. . 


LOREN R. DODSON, Secretary. 








REEVES BROTHERS, wc. 


DIVIDEND NOTICE 

A quarterly dividend of 30c per 
share has been declared, payable 
December 26, 1950, to stockhold- 
ers of record at the close of busi- 
ness December 4, 1950. The trans- 
fer books of the Company will not 
be closed. 

J. E. REEVES, Treasurer 
November 13, 1950. 











conservative view of the powers 
that should be granted to the 
President. It is always possible 
that evidence of such an attitude 
may expedite the exercise of such 
powers now, with a subsequent 
speeding up of the time table for 
controls as presently foreseen. 





The New, Completely Revised 
NOVEMBER Edition of 
GRAPHIC STOCKS 
is just off the Press 

Let These 


964 CHARTS 


help you to make and keep 
Stock Market Profits 
GRAPHIC STOCKS 
is the most comprehensive book of stock 
charts ever published ... It shows 
e Monthly Highs and Lows 
e Annual Earnings 
e Annual Dividends 
e Latest Capitalizations 
e Monthly Volume of Shares 
e Stock Splits — Mergers — etc. 


for nearly twelve years of virtually every 
stock actively traded on the New York 
Stock and Curb Exchanges to November 
1, 1950. 
ALSO — 42 Group Averages printed on 
transparent paper, and the three 
Dow-Jones Averages for 25 years, from 
January 1926. 
SEND YOUR ORDER TODAY 
for prompt delivery. 
(or call at the office) 


SINGLE COPY (Spiral Bound)............. $10.00 
Yearly (6 Revised Issues).................. 50.00 
1924-1935 Special Edition................ $15.00 
1924 to Nov. ‘50 (3 books).............. 25.00 


F. W. STEPHENS 


15 William St., New York 5 
Tel.: HA 2-4848 











Answers to Inquiries 





(Continued from page 194) 


share for the corresponding quar- 
ter last year. Earnings for the 
third quarter ended April 30, 
1950 totaled $724,250 or 52¢. The 
company’s fiscal year’s earnings 
of $1.78 per share compares with 
$1.88 or $2,630,097 for the pre- 
vious fiscal year ended July 31, 
1949. 

Sales volume for the past fiscal 
year totaled $27,928,554 as 
against $24,860,322 for the pre- 
vious year. 

Dividend declarations this year 
totaled $1.10 a share against 90¢ 
paid in 1949. 

Balance sheet as of July 31, 
1949 (latest available) showed 
total current assets of $8,571,249 
and current liabilities of $3,984,- 
883 leaving net working capital of 
$4,676,366. Equity per share as of 
that date was $12.55. 

Company operates four main 
plants located in Longview, Wash- 
ington, Portland and Albany, Ore- 
gon, and at Eureka, California. 
These plants are equipped to 
manufacture both interior and ex- 
terior plywood and have a com- 
bined annual capacity of 236 mil- 
lion square feet of soft plywood. 
The Portland plant also has a 
daily capacity of 6,000 Douglas fir 
stop doors and 1,000 softwood and 
hardwood flush doors. Company 
also operates saw-mills. 

As of July 31, 1949, company 
owned acreage in California and 
Oregon containing 2,028,514,000 
board feet of standing timber. 
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Companies with 
Big Earnings Cushions 





(Continued from page 165) 


extra, rather than waiting for the 
end of the year. 

Investors apparently prefer to 
estimate their income return on 
the regular quarterly payments of 
$1, perhaps logically so, but even 
then the current yield would be 
7.2%. Looking ahead, the increas- 
ing consumption of sugar as the 
national income expands and the 
Armed Forces require large 
amounts, suggest another prosper- 
ous year for this dominant refiner 
and sizable producer of both cane 
and beet sugars, although it is too 
early to estimate next year’s crops. 





The present wide coverage of divi- 
dends by earnings, plus an excep- 
tionally strong financial position, 
should assure stable dividends of 
at least the $4 annual rate, regard- 
less of the impact of increased 
taxes. 

A marked and steady rise in the 
earnings of American Cyanamid 
Company to a prospective 1950 
peak of better than $9 per share, 
or even $10 if undistributed earn- 
ings of associated companies are 
included, has attracted speculative 
attraction to the company’s shares, 
Based on indicated dividends of $4 
per share for 1950, a recent price 
of 67 offers an attractive yield of 
5.9%, considering the high quality 
cf these equities. The earnings es- 
timates for the current year al- 
lowed for retroactive taxes. 

While the company is making 
unusually large profits on its new 
and spectacular antibiotic, aureo- 
mycin, its large production of syn- 
thetic resins, and cracking cata- 
lysts for the petroleum industry, 
are only a few important items 
offered that should continue in 
strong demand next year. Mean- 
while, production of aureomycin 
and other standard drugs is stead- 
ily increasing. Despite the pros- 
pect for increased taxes, earnings 
of this company should easily sup- 
port dividends at the present con- 
servative rate, with a good chance 
of improvement in the future. 

To sum up, a substantial earn- 
ings cushion holds attraction in 
more than one way. It should 
cushion against declining earn- 
ings, be that due to rising taxes or 
diminishing sales. It also makes 
for a superior tax position. 














JANUARY 15-321 





THE MAGAZINE OF WALL STREET 











| 





livi- 
cep- 
‘ion, 
s of 
ard- 
ased 


| the 
mid 
950 
are, 
arn- 

are 
tive 
res, 
f $4 
rice 
d of 
lity 
3 es- 
- al. 


<ing 
new 
reo- 
syn- 
ata- 
try, 
ems 
> in 
pan- 
yein 
ead- 
ros- 
ings 
sup- 
con- 
ance 


arn- 
1 in 
ould 
arn- 
1S or 
akes 


~ 





EET 


A Haven For Your Capital 


—selected common stocks nith income and growth prospects 











Your NEED for securing higher income from 
vour invested capital is more pressing today. Your 
living expenses are much higher. Your personal taxes 
have increased. Unless your invested funds bring 
you more income than in the past — vou are losing 


ground. 


Armament Program Affects Your Ioldings 


The indicated financing of armament expenditures 
by our Government points to a further decline in 
the purchasing power of the dollar. Capital is seek- 
ing safety, growth and income in selected common 
stocks. The defense program will sharply affect 
YOUR INDIVIDUAL COMMON STOCK 
HOLDINGS from the standpoint of both income 


payments and price fluctuations. 


The “priceless ingredient” in an investment program 
is the proven, sound investment judgment — founded 
on continuous, painstaking research applied to your 
personal investment aims. This is what Investment 
Management Service offers vou. 


Need For Prompt Action 
Act now to set up safeguards for vour principal ; 


to assure vourself a reliable and adequate income to 
meet your needs; to keep vour investment funds 


working in selected common stocks with outstanding 
potentials for healthy growth. 


Some of your securities may now be entirely un- 
suited to your present income and capital growth 
needs. Your investment holdings should be reviewed 
now in the light of the prospective economic, political 
and financial conditions. 


Investment Management Service 


In matters of health, you send for your physician. 
You don’t delay. Yet so many investors, when puz- 
zled by rapid and important investment changes, 
merely follow a “do nothing” policy — which usually 
proves costly. Investors when in doubt should secure 
competent INVESTMENT MANAGEMENT 
SERVICE. 

Investment Management Service can collect the 
facts and figures for you. . . it can interpret and 
apply them to your securities . . . it can supervise 
your invested funds with the same painstaking care 
which you would provide if you had the broad 
facilities, equipment and specialized experience of 
our organization. 


If you are worried about your capital and income, 
if you are not satisfied with your past investment 
progress — now is the time to do something construc- 
tive. As a fisrt step, we invite vou to take advantage 
of the special invitation below. 





pecial Gesthadien ... without obligation, we offer to send you a 


confidential, preliminary review of your portfolio if it exceeds $30,000 in value— 


commenting frankly on its possibilities for capital growth, its income factor and 


its diversification. Your least favorable issues will be specified, with reasons for 


selling. Merely send us your list of holdings and objectives in as complete detail as 


you can give. 








INVESTMENT MANAGEMENT SERVICE 


A Division of The Magazine of Wall Street 


90 Broad Street 


New York 4, N. Y. 








Allison “501” Turbo-Prop engines fit in nacelles of present commercial transports, 


A new hind of Ar Lravel is in the making 


New military engine— 
soon to undergo first tests 
in civilian transport—promises 
smoother, faster, quieter, 
more pleasant air travel 

ITHIN a short time the first Ameri- 


\\ can commercial airliner powered 
by turbine engines will be delivered to 
the Allison Division of General Motors. 


The power plants in this Convair are 
the new Allison Model “501” Turbo- 
Props—commercial version of the Navy 
T38 engine. They are geared to new- 
type propellers especially designed and 
built for high-engine-power character- 
istics by the Aeroproducts Division of 
General Motors. 

The “501” is lighter, smaller, smoother 
and quieter than any other propeller- 
type engine of equal horsepower. It 
develops 2,750 horsepower and weighs 
only 1,250 pounds! 


As soon as this experimental Turbo- 


Prop transport is received, General 
Motors-Allison engineers will start put- 
ting it through a comprehensive series 
of flight tests. 

In cooperation with the airlines it will 
be flown under all types of operating 
conditions—in all kinds of weather. It 
will be given the works, checked and 
rechecked many times over, until all 
its performance characteristics are defi- 
nitely evaluated. 


Such an all-out test program may take 
a year or more. But it will be well worth 
it, in view of the fact that present mili- 
tary experience indicates that Turbo- 
Prop power should bring the following 
benefits to commercial aviation: 

Ability to use low-cost, low-octane 
fuels, without increased consumption. 


Faster speed—up to maximum limit 
permitted by airframe design. 
Very low engine weight—less than half 
—increasing range or pay load. 


Much improved take-off and climb— 


ENERAL MOTORS 


“MORE AND BETTER THINGS FOR MORE PEOPLE “ 


ALLISON AIRCRAFT 


OLDSMOBILE e BUICK -e 


ENGINES 


° AEROPRODUCTS 


CADILLACS ~* BODY BY 


PROPELLERS ° 
FISHER 


permitting use of shorter runways, with 
greater safety and better schedules. 
Smoother, quieter operation—for more 
comfortable travel; also lower mainte- 
nance and overhaul costs. 

Usable in present aircraft — no costly 
modifications in changing over to tur- 
bine power. 

The development of the Allison Turbo- 
Prop engine, America’s first axial flow 
propeller-type turbine engine, togethe 
with Aeroproducts Propellers, is 
another example of General Moto 
progress. 


combustion 
area 


exhaust 


How the Turbo-Prop Engine Operates 


Compressor feeds air under pressure into 
combustion chamber, where it is mixed 
with fuel and ignited. Thrust of this hot 
gas drives turbine which is geared to a 
drive shaft that operates both compresso 
and special type Aeroprop Propeller. 


CHEVROLET «. PONTTiA 


CMC TRUCE & COAcae 
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